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BENJAMIN FRANKLIN 


THE FATHER OF MUTUAL INSURANCE, said 


“Promises may get the friends, but non- 
performance will turn them into enemies.” 


The Michigan Mutual Liability Company has borne this thought in mind since its 
inception in 1912, and in all the years which followed it has faithfully backed its prom- 
ises up with prompt performance. 


It is through keeping our friends that we have grown from a modest start with 
resources of $16,709 to our present stature—a solid institution with assets of more 
than $3,500,000.00. In this time we have written insurance on some $76,000,000.00 
worth of automobiles. 


OUR PREFEREED AUTOMOBILE POLICY 
IS AN ALL-SERVICE POLICY 
offering the sort of full coverage every driver has a right to expect together with 


$5000.00 Personal Accident Insurance for himself at NO EXTRA COST over the usual 
cost of Automobile Coverage alone. 


ALL CLUB SERVICES 
EMERGENCY ROAD SERVICE 
TOURING BUREAU SERVICE 

LEGAL ADVICE, Etc. 


But— 
NO INITIATION FEES—NO ANNUAL DUES—NO ASSESSMENTS 





MICHIGAN eS MUTUAL 
LIABILITY “Y COMPANY 


Resources Q ASO ve Dividends 
More Than — — More Than 
$3,500,000.00 President $2,500,000.00 





Home Offices, Detroit Branch Offices Mutual Hospital, Detroit 


1200 General Necessities Bldg. Grand Rapids, Lansing, Saginaw, Port Huron, 2730 East Jefferson Ave. 
Telephone Cadillac 9761 Flint, Kalamazoo, Pontiac, Jackson, Munising. Telephone Edgewood 4246 


Workmen’s Compensation, Automobile, Group Health and Accident and other Casualty Linee 
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A Solid Foundation 


Is necessary for strength. Over half a cen- 

tury ago the MILL MUTUALS laid their 

foundation on the bedrock of careful selec- 
tion and systematic inspection—it stands 


today solid and secure. 





Western Millers Mutual Fire Insurance Co 
Ohio Millers Mutual Insurance Co 


Michigan Millers Mutual Fire Insurance Co 


Mill Owners Mutual Fire Insurance Co 
Millers Mutual Fire Insurance Co 

Millers Mutual Fire Insurance Co 
Pennsylvania Millers Mutual Fire Ins. Co 
Millers Mutual Fire Insurance Association 
Grain Dealers National Mutual Fire Ins. Co 
Millers National Insurance Co 


Kansas City, Mo. 
Van Wert, Ohio 
Lansing, Mich. 
Des Moines, Iowa 
Harrisburg, Pa. 
Fort Worth, Texas 
Wilkes-Barre, Pa. 
Alton, Iil. 
Indianapolis, Ind. 
Chicago, IIl. 


Mutual Fire Prevention Bureau 
230 East Ohio Street 
Chicago, Illinois 
(Operated by the Mill Mutuals) 
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“SUPER INSURANCE 
FOR OUR CLASS” 


SO Lig 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


i tt 


Offices From the Atlantic to the Pacific 


g Gale & Stone, Boston. Justin Peters, Philadelphia. * 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco. 
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Much Scholastic Tradition is Clustered About University Hall in Harvard College Yard 


Need For A Broad Executive Theory 


Opportunity Now Offered To Learn From Business Experiences of the 
Past What To Avoid and How To Proceed In the Present 


HE earliest treatise on the Eng- 

lish law and customs was writ- 
ten by Glanvill, or one of his 
associates who was familiar with the 
practices and customs of the law, be- 
for the year 1189. Glanvill himself 


was a judge. The writer of the treat- - 


ise, whether Glanvill or his associate, 
relied on memory and on his knowl- 
edge of the practices of the court. 
Since no records of court proceedings 
at that time existed, his work was 
empirical in nature and inevitably 
lacked a scientific basis. To consider- 
able extent, the writer of a business 
treatise finds himself today in the 
same position. In the absence of re- 
corded facts in the field about which 
he wishes to write, he must rely upon 
his own memory and judgment and 
upon second-hand information ob- 
tained from busines men as to their 
memory and experiences. 

Curiously enough, immediately fol- 
lowing Glanvill we find an early ap- 
plication of scientific method to the 


Reprinted from Harvard Business Review 


By WALLACE B. DONHAM 


Dean of the Harvard Graduate School of Business 
Administration. 


SECTION II 


determination and development of 
legal theory. The first treatise of real 
importance in the English law is not 
Glanvill, but Bracton, written about 
1250-1260, Bracton’s personal his- 
tory has an interesting bearing on the 
subject under discussion. He was 
first a clerk and later a justice in the 
Court of the King’s Bench. In 1195 
this court had begun to compile sys- 
tematic records of its proceedings— 
the rolls of the court. These rolls, 
which are the earliest court records 
in European law, were not available 
for general study by attorneys in the 
modern way, but in some irregular 
manner Bracton appears to have ob- 
tained possession of rolls constituting 
the record of about 25 years of pro- 


ceedings mainly before two judges 
(Pateshull and Raleigh) who pre- 
ceded him. While he was using these 
rolls in work on his treatise, he ap- 
pears to have fallen into disfavor and 
was ordered in 1258 by the authori- 
ties of the Exchequer to return the 
rolls to proper custody. As his treat- 
ise was incomplete, this order em- 
barrassed him greatly, and, gathering 
together a group of men who could 
write, he had them hastily copy from 
the rolls some 2,500 cases which 
seemed to him representative of the 
law and therefore necessary as the 
basis for his book. This collection of 
cases in various hand writings has 
come down to the present time and is 
known as Bracton’s “Notebook.” It 
antedates Dean Langdell’s “Cases on 
Contracts,” the first modern collec- 
tion of selected cases in the common 
law, by approximately 750 years. 
With this notebook as: his material 
for the scientific study of decided 
cases Bracton worked out a treatise, 
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which is the beginning of the modern 
dlevelopment of the common law. 

In the treatise he cites from 400 to 
500 cases out of his “Notebook,” and 
these citations probably constitute the 
first use of decided cases as pre- 
cedents.* 


It is obvious from the mere state- 
ment that no systematic national law 
and no theoretical development of 
law was possible until court records 
were systematically kept. 

When we consider that every large 
business finds its current decisions 
greatly influenced by the memory of 
men within the organization and by 
the precedents of that particular busi- 
ness, while it has little opportunity 
to benefit from the experience of 
other concerns in the same industry 
or from the practices of other indus- 
tries, the close analogy of present 
business conditions to the early states 
of the development of the law in the 
time of Glanvill is apparent. If prog- 
ress in the development of theory in 
business, like that which took place 
in the law after Bracton, becomes 
possible, it will be because there has 
been provided a basis in recorded 
facts similar to the court decisions. 
Such facts alone can give a wider and 
more scientific background of experi- 
ence and bring about a broader use 


of the precedents and practices of 
business as a whole. 


Qe 


Types of Research Necessary for 
Development of Theory 
OR such an application of the 
scientific method to business the- 
ory we need only to extend to their 
logical conclusions existing methods 
of research. Much of material re- 
ferred to which is published by pri- 
vate and governmental agencies needs 
further study and classification, both 
from the economist’s and from the 
executive’s point of view, before it 
can be of maximum value. More has 
teen done with this material from the 
social or economic point of view than 
from that of the executive, and be- 
fore the business man can get full 
benefit from it the coordinations must 
be worked out and the results must 
be studied and stated in specific 
forms planned to help in the solution 
of individual business problems. But 
much more material than is now in 
existence must be collected before the 
desired results can be obtained with 
any fullness. 
The creation of mass data covering 
a whole industry is beyond the means 
of any research organization which 
lacks the support of the. taxpayer, 
and if this type of research were the 
only method of obtaining an adequate 
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view of the activities of an industry, 
the expense would be prohibitive. 
Where mass data are not available 
from government sources substan- 
tially the same results can in many 
cases be obtained through the gather- 
ing of well chosen samples—just as 
the industrial chemist analyzes the 
product of a mine by analyzing a 
minute fraction of the total output. 
If the sample is carefully chosen and 
fairly representative of the whole, 
the results are extraordinarily accu- 
rate. Much of the material entering 
into wage and price-series published 
by commercial agencies is of this na- 
ture, as is also the work of the Har- 
vard and Northwestern University 
Bureaus of Business Research and 
similar agencies in the field of dis- 
tribution. In the comparatively small 
number of cases where such studies 
of samples have been made, it has 
been possible to establish standards 
of wide application. The expense of 
such research through samples is rel- 
atively small and the results very re- 
liable. In one recent case where a 
direct comparison has been possible 
between a sample collected by the 
Harvard Bureau of Business Re- 
search and mass data gathered by the 
Federal Government from a whole 
industry, the statistical conclusions 
showed a variation of less than 1/10 
of 1%. 
20a 


TS method of research through 
samples should be applied very 
much more widely than it has been 
to date. Many fields of business ac- 
tivity which could be readily studied 
in this way are now in the realm of 
hypotheses corresponding by com- 
parison to the fantastic hypotheses of 
the ancient astrologers. The present 
basis of bank credits may be men- 
tioned as an example. The weight 
given by most banks to the arbitrary 
rule that the relation between current 
assets and current liabilities should 
show a ratio of $2: of assets to $1 of 
liabilities has little or no relation to 
the facts of business. It was applied 
in 1919 to credit ratios on a 40c cot- 
ton market and a 23c sugar market 
on much the same terms and with 
practically the same weight that it 
has been applied recently to similar 
concerns in a 12c-cotton market or a 
7c sugar market. A two to one ratio 
in the first cases’ was a far more 
dangerous condition than a one ra- 
tio on the lower price levels. To a 
considerable extent, this failure to re- 
late credits to the fundamental eco- 
nomic background, in such a way that 
the dynamic and changeable nature 
of sound credit standards may be 
realized, is responsible for business 


failures resulting from the severe 
swings of the business cycle. It is 
responsible also for the recent dis- 
covery of many bankers that, in se- 
vere depressions, liquid assets are the 
assets which disappear first. It 
should be readily possible through 
research to build up a proper relative 
basis for credits which would take 
into account at various stages of the 
business cycle the importance of com- 
modities, and commodity price levels, 
as elements in credit risk. Such a 
basis would vary from industry to 
industry. This is one example of a 
promising field of research which 
might be approached through the 
gathering of sample data. 

Research through samples of this 
nature would, if broadly conducted, 
give an excellent basis for the inter- 
change of experience across the in- 
dustries. We have recently found that 
studies made in the marketing prob- 
lems of the jewelry industry give a 
valuable background for the consid- 
eration of widely different marketing 
problems, such as the distribution of 
heating supplies. 

Both mass data and sample data of 
this nature deal mainly with prob- 
lems of the executive affected by 
facts and powers outside of his own 
control and to a large extent outside 
of his own business. In addition to 
this type the executive needs assis- 
tance through research in the solu- 
tion of his daily internal operating 
problems which may or may not be 





*For a general discussion of the legal history 
of the period, see Pollock and Maitland, History 
of English Law, Vol. 1, Chaps. VI and Vil. and 
for a briefer discussion, Lee, Historical Juris- 
prudence, Chap. XVI. : 

Lee even finds in Bracton’s treatise the first 
statement of the doctrines of stare decises under 
which a common law principle once decided, even 
though it be wrongly decided, has behind it a 
weight of authority which makes the court very 
unwilling to change its position.* It occasionally 
seems that this doctrine, which has differentiated 
the common law from the French law, has less 
weight in this country in recent years than for- 
merly, particularly in some of the fields of con- 
stitutional law and Federal legislation. In France, 
the nationalization of the law and its development 
out of the stage of local territorial customs had 
its beginning after court records were established 
in about 1252. The French law developed through 
codification, but this codification not only failed 
to stop the development of judge-made law, but 
to a controlling extent the codes themselves were 
based on judge-made law. Moreover, while in 
theory the French court is not bound by prece- 
dents, in practice the controlling character of 
precedents is an inevitable element in the develop- 
ment of even code interpretation. No judge can 
approach an old problem without giving weight 
to the conclusions he reached before and with the 
publication of decisions these precedents -rapi ly 
became more and more important. The judge 
found his labors much decreased by the prece- 
dents, while the attorney desiring to know the 
probable future interpretation of the code obtains 
his best guide from the interpretations in earlier 
decisions. Judge-made law, therefore, is little 
less important in the civil law than in the com- 
mon law, although the approach in theory is 
different. ; 

Professor Beale points out the fact that codi- 
fication has not served to reduce the necessity for 
judicial decisions and that litigation on points of 
law under the civil code of France exceeds in 
amount the litigation of a similar nature under 
the common law in the British Islands.t 

*Lee: Historical Jurisprudence, p. 490. 3 

t¢Selected Essays in Anglo-American Legal His- 
tory, Vol. 1, page 565. 





directly related to the general eco- 
nomic background or to the industry 
as a whole, There is now practically 
no way that the executive may get 
such assistance except as he acts on 
the precedents and practices of his 
own organization, or hires new mem- 
bers of his organization from com- 


petitors. 
SOD 


HE case system of teaching 

business in the Harvard Busi- 
ness School has thrown some inter- 
esting sidelights on this need. Adopt- 
ing the general principle of Lang- 
dell’s case system, by which most of 
the law schools. of the country teach 
law, we have developed on a large 
scale similar methods of teaching 
business, and a constantly increasing 
percentage of the work of this school 
is conducted upon a true case® sys- 
tem. The student obtains his business 
training by solving executive prob- 
lems, which actually have occurred 
in business, so presented that he deals 
with conditions similar to those 
which confronted the executives. 


This method of teaching business 
from cases, a logical development of 
the earlier problem method of in- 
struction, has largely revolutionized 
the class-room work in the School 
and improved the quality of instruc- 
tion. For teaching reasons the busi- 


ness situations or cases used for this 
purpose have usually not included the 
solutions which were reached by the 
business men. 

The point of view of the teacher is 
essentially different from that of the 
business man. While the teacher de- 


Living 
Halls 
of 
the 
Harvard 
Graduate 
School 
of 
Business 


Administration 
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sires to have the solutions for his 
own guidance, he prefers that they 
should not be disclosed to the stu- 
dent until the student has thought the 
problems out. When one solution of 
a particular business problem is 
printed in a case book, this solution 
tends to have the overweight of au- 
thority which goes with the fact that 
it alone is printed, although the con- 
clusion actually reached is often not 
the best possible solution. Where also 
only one course of action is set forth, 
there are inadequate comparative 
bases for analysis to determine the 
deficiencies po | the strong points of 
this decision, These reasons which 
have led us to the present technique 
of presenting cases to the class-room 
under which conclusions are gener- 
ally omitted, limit the use of case 
books for business men. The execu- 
tive finds that other people have faced 
problems like his own, but he gets no 
light from their experience. 


There is an insistent demand from 
executives, therefore, for the publica- 
tion of solutions to these cases. More- 
over, if the present use of such cases 
for training junior executives within 
various industries continues, the solu- 
tions worked out in practice should 
be made available to the senior exec- 
utives who lead the discussions. In- 
deed, an adequate development of the 
case system for teaching in business 
schools will be possible only if the 
teacher has not one alone but sever- 
al solutions for the important prob- 
lems contained in the case book. Un- 
der these conditions he will be able to 
use these several solutions as a basis 
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for comparative discussion of the 
business theory involved. 


QowvClewa 


Wa the cases in our. present 
case books have a value as 
teaching material in advance of any- 
thing which we have been able to 
supply through lectures or texts of 
the ordinary sort, there is need of 
further developments in the technique 
of presenting business situations, For 
this purpose case books like text 
books should be built on precedents, 
including the solutions. We now ig- 
nore the solutions in compiling the 
books, The full scientific approach 
to the teaching and development of 
theory through cases will not be 
realized until the instructor has the 
recorded facts of business for use, 
not only to show how the problems 
in business arise, but how they have 
been handled by different executives. 
He needs also some idea, wherever 
possible, of the success or failure of 
the method adopted. Isolated busi- 
ness cases have been published with 
their solutions in various places, but 
the number of such cases which have 
been worked out with the detail nec- 
essary, if they are to be useful for 
solving executive problems arising in 
the future, is lamentably small com- 
pared with the field to be covered. 
Both the case system for its proper 
(Continued On Page 31) 





‘The business case is of course not generally 
a litigious situation but rather a practical set of 
facts out of which arises a problem or problems 
for determination by the man in business. See 
“Business Teaching by the Case System’? Amer- 
ican Economic Review, Vol. XII, No. 1, March, 
1922. 
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Anybody’s Business May Be the Next To Suffer Disaster Unless the Risk Is Placed with A Substantial Company 


Purchasing Insurance Intelligently 
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Important Items to be Considered When Choosing Companies to Assume 
Risks Where Mistakes May Mean Disaster 


T is probable that less careful 

thought is devoted to the pur- 

chase of insurance, whether for 
business or personal ends, than to 
any other major financial problem. 
Various reasons may be assigned for 
this situation though perhaps lack of 
general knowledge of insurance prin- 
ciples is most important. Because of 
this lack and because insurance is in 
a measure standardized there is a 
tendency to shirk consideration of in- 
surance problems, and to rely on the 
advice, too often interested, of third 
parties. 


Specious arguments which would 
be of no avail in most commercial 
transactions are still serviceable in 
the hands of the insurance solicitor— 
his client is usually not in a position 
even to ask intelligent questions 
which will lead to a clear-cut state- 
ment of the pros and cons. Two 
stock insurance companies offer to 
take the same risk at varying rates— 
how is the insured to know whether 
the company offering the lower rate 
has an informed underwriting policy 
based on the selection of preferred 
risks, or is cutting rates merely to 
get business and endangering its 
safety by so doing? The agent of the 


By RALPH H. BLANCHARD 


Professor of Insurance, Columbia University 


one company will point out that one 
must always pay a good price for the 
best and that, since insurance is pro- 
tection for the future, no chances 
should be taken with “cut-rate’”’ com- 
panies.” His competitor will point 
to the selected-risk policy of his com- 
pany and its record of financial suc- 
cess. And probably the whole matter 
will be settled by an unconscious com- 
parison of the personalities of the 
two agents. 


Ooo 


UPPOSE a mutual offers its div- 

idend record as an argument for 
its particular brand of insurance. Its 
stock company competitor indicates 
the possibility that dividends may be 
reduced or discontinued, that assess- 
ments are not an impossibility. How 
many insureds are in a position to 
determine whether the prospect of 
savings justifies the chance involved 
in these possibilities ?* How often is 





*Mutual companies welcome the most searching 
investigation of their financial standing, the ex- 
cellence of their management, the service they 
give, and their prospects of permanent stability, 
Editor. 


a decision based on careful weighing 
of the merits of the case? 

The question of carriers aside, how 
many insureds have a rational basis 
for purchasing or refusing to pur- 
chase the various types of coverage, 
for securing legitimate and profitable 
reductions in rates, for adjusting the 
relative amounts of insurance and 
contract provisions to their own par- 
ticular situations ? 

It is intended to imply in all these 
questions that the insured is generally 
unable properly to conceive and put 
into execution a practical insurance 
program. It may be added that he 
usually displays little interest in the 
whole subject until he has a loss 
which is not covered to his satisfac- 
tion. At that point his interest may 
become intense. 

It is the purpose of this article to 
indicate certain guiding principles 
which a prospective insured may well 
have in mind in purchasing insur- 
ance. It is not possible in a brief 
space to cover with any degree of 
completeness the problem of pur- 
chasing insurance—the principles 
suggested will be subject to qualifica- 
tions and exceptions; but it is be- 
lieved they will be found serviceable 





as a basis for intelligent thinking 
insurancewise. 


oo 


HREE solutions present them- 

selves when one considers the 
problem of meeting uncertainties and 
hazards which may result in finan- 
cial loss. One may take measures to 
prevent the loss, one may accept the 
chance and the results; or one may 
buy insurance to make good the loss 
if it occurs. 


Prevention is the most direct way 
of avoiding loss and is to be recom- 
mended to the extent that it is prac- 
tical—in other words, to the extent 
that the cost of prevention is not a 
more serious problem than the chance 
of loss itself. The insured can make 
definite calculation of the practicality 
of prevention work by consulting the 
insurance carrier which will, in many 
lines, quote a lower rate for insur- 
ance in consideration of the installa- 
tion of preventive devices and the 
practice of safety work. The saving 
in insurance cost can then be com- 
pared with the cost of prevention. 
But the insured should not be content 
with such a comparison —there are 
hazards which can be met only by 
prevention. For example, even 
though a manufacturer purchased ev- 
ery possible sort of insurance he 
could not cover. loss of customers to 
competitors during a shut - down 
caused by fire, nor the personal in- 
convenience and worry, incident to 
rebuilding his plant. Preventive work 
might be indicated even though in- 
surance savings would not directly 
cover the cost. 


Carrying one’s own risk is, to a 
certain extent, the essence of a busi- 
ness or profession. The stock market 
trader bears the risk of market fluc- 
tuations in the hope of profit, the 
lawyer devotes himself to an expen- 
sive education in the expectation of 
fees from clients. In neither case is 
insurance possible. And there are 
cases where insurance is procurable 
but not to be advised. If a business 
is of such a nature and extent that 
losses from certain causes are pre- 
dictable from year to year with rea- 
sonable exactitude, those losses may 
be met by making direct financial 
provision. A large railroad system 
with a multitude of widely separated 
small stations may properly make 
provision for fire damage to these 
stations by setting up a fund from 
which losses will be met. Such a 
policy should be adopted only after 
a most careful analysis of the situa- 
tion and should be based on demon- 
strable experience, not simply on a 
willingness to “take a chance”. 
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E now come to the third solu- 

tion of the problem, insurance. 
In what cases and to what extent 
should insurance be purchased? It 
may be taken as axiomatic that no 
individual nor organization can or 
should purchase every available form 
of insurance; the drain on income 
would be too heavy. The first princi- 
ple to observe in purchasing insurance 
is that those hazards should be cov- 
ered which might result in serious 
financial embarrassment to the in- 
sured. Such, for example, would be 
the hazard of fire in the case of a 
manufacturer whose operations are 
concentrated in a single plant. De- 
stuction of the plant would destroy 
his business. This is an extreme case, 
but less spectacular losses might cause 


Photo By P.& A, 
Good Insurance Companies Are Large Factors In Promoting Fire Fighting Efficiency 
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serious difficulty. The breakdown of 
an engine, of little consequence in 
itself, might lead to heavy losses be- 
cause of the necessity of discontinu- 
ing operations until it was repaired. 

A second general principle is that 
those hazards should be covered 
which, even though the financial con- 
sequences might be borne without 
difficulty by the insured, are of such 
nature that it is profitable to purchase 
insurance in order to be relieved of 
the care and expense incidental to 
meeting them directly. Of this type 
is the hazard of breakage of plate 
glass. Insurance is written under a 
contract of replacement; the insured 
often desires not so much relief from 
the financial loss involved in the 
breakage as prompt and efficient re- 

(Continued On Page 28) 





10 


JOURNAL OF AMERICAN INSURANCE 


Belief Breeds Business 


The Prospect Must Believe in What You Have for Him Before 
He Will Buy. This Third Article Deals with 
Ways in Which to Build Belief 


r : “NALKING about Mutual Insur- 
ance doesn’t always mean sell- 
ing it. It’s easy enough to get 

a farmer to let one tell him all about 
the subject, particularly if one has 
the “Golden Pass-Key” which was 
explained in the first of this series 
of articles ; and if one uses that pass- 
key to open the door of his mind in 
the manner explained in the second 
article of the series; but telling isn’t 
all there is to selling. 


It takes a signature on a dotted 
line to close a sale of Mutual Insur- 
ance, and the only fellow who can 
legally supply that last link in the 
selling chain is the farmer himself. 


Now, a farmer is human, and he 
wouldn’t be human if he didn’t hesi- 
tate about putting his John Hancock 
to any piece of paper committing 
himself to pay out a certain amount 
of cash. Cash comes hard, particu- 
larly on a farm, and the farmer isn’t 
to be blamed or to be considered nig- 
gardly if he clings to what he has as 
carefully and as long as he can. He 
knows that signing his name to that 
application for Insurance means 
much the same as though he had 
signed it to a check or to a note; 
and he isn’t going to do it until he 
is utterly and absolutely convinced 
that he can’t really afford not to do 
so. Nothing short of absolute con- 
viction will turn that trick ; and there 
are four kinds of conviction, each of 
which must be firmly fixed in the 
farmer’s mind before he will consent 
to close that sale of Mutual Insur- 
ance. 


First, he must be convinced that 
he needs what the insurance solicitor 
has to sell. 

Second, he must be convinced that 
the Company represented by that 
solicitor can give him exactly what 
he needs for as fair a price as he 
would pay for equal protection else- 
where. 


Third, he must be convinced that 
the Company pays its claims promptly 
and in full. 


Fourth, he must be convinced that 
NOW is the time to ACT. 
So long as he lacks any one of 


those four kinds of conviction, he 
won't be ready to BUY. 


By Charles Henry Mackintosh 
ARTICLE III 


E’VE already discussed how 

to get the frst of these four 
kinds of conviction, and probably we 
shall agree that the first is the most 
important kind to get. 

The second kind of conviction isn’t 
hard for the Mutual insurance man 
to get, because he always has his 
dividend advantage in rates over the 
Old Line companies, and so he can 
quickly show the farmer that the 
final cost of this kind of protection 
will actually be considerably lower 
than he would pay elsewhere for pro- 
tection no better if as good. 


That enables the solicitor to bring 
in the thought that Mutual insurance 
is written only on first-class risks 
(like the farmer’s own) and that 
it actually encourages carefulness 
among its members, because fewer 
losses mean even /ower rates in the 
immediate future, and that isn’t so 
with Old Line rates which are very 
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slow to respond to reduced losses in 
the form of reduced rates. What’s 
more, the Mutual shows its members 
how to get rid of unnecessary fire- 
risks such as are caused by heaping 
a manure pile against inflammable 
material, with the consequent risk 
from spontaneous combustion; or 
through allowing trash to accumulate 
unnecessarily in or around farm- 
buildings). 

Of course this line of argument, 
while absolutely essential, may lead 
the farmer to think about the possi- 
bility of assessments ; because it may 
have happened that some Old Line 
solicitor has filled him full of that 
kind of argument as a sort of anti- 
dote to the competition of the Mu- 
tuals. 

Probably the best way to counter 
that kind of resistance is to show the 
farmer a few authoritative statistics 
about both kinds of companies, Mu- 
tuals and Old Line. 

Take, for example, former Com- 
missioner Nesbitt’s well-known and 
often quoted statement that out of 
1550 stock insurance companies or- 
ganized in the United States, no less 
than 1300, or 84%, went out of 
business ; while, out of 2900 Mutuals, 
2200 or 76% were still doing busi- 
ness successfully at the old stand. 

SOD 

oh . the solicitor naturally has 

the records of his own Com- 
pany’s business history, showing the 
actual refund percentages paid back 
to members year after year, and the 
way in which its reserves have been 
growing steadily on a far better basis 
than those of the average stock com- 


pany. 


Farmers May Think Themselves Too Busy To Discuss the Subject of Insurance, Only to 
Find Later That Talking With A Mutual Man Is Time Well Spent 





It’s just as well not to spend too 
much time on this part of the dem- 
onstration, however, because it is 
based upon that negative idea of the 
possibility or the improbability of 
assessments ; and the sooner one can 
get the farmer’s mind entirely away 
from that idea, the better it will be 
for both parties. Better for the 
farmer, because while he has that 
idea in his mind he will hesitate to 
give himself the advantage of better 
insurance at lower cost; and better 
for the solicitor, not only because of 
the commission involved, but because 
every new member added to his Mu- 
tual makes it just that much stronger 
and more attractive, and is likely to 
draw in a number of that new mem- 
ber’s friends. 
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pleasure and gratification of the in- 
sured. Such letters often go into the 
files just as though they weren't 
worth their weight in platinum. At 
other times, extracts are made from 
them and those extracts are sent out 
to the solicitors, perhaps in the form 
of a mimeographed, multigraphed, or 
printed Bulletin from headquarters, 
to be used as sales-ammunition. 
That’s better than leaving them to 
die of old age in the letter-files; but 
it isn’t by any means the best use 
that can be made of such material. 


Qooa> 


ET’S look at it this way: suppose 

a salesman comes in and merely 
tells you that Mr. Jones and Mr. 
Smith and Mr. Robinson all have 
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Every salesman is a prejudiced 
witness for his own proposition, and 
every prospect instinctively recog- 
nizes the fact and accordingly dis- 
counts everything the salesman says. 


Even if the salesman produces 
from his pocket a copy of the latest 
Bulletin issued by his Home Office, 
and shows you exactly what Jones, 
Smith and Robinson are supposed to 
have written in to the Company, still 
you are far from feeling the same 
confidence in those mimeographed, 
multigraphed, or printed extracts 
from what they said that you would 
have if they had said it themselves 
direct to you. 


It’s perfectly possible to make a 
boost out of a bad knock by merely 


The Successful Solicitor Has A Different Line Of Approach For Each Type Of Farmer Prospect 


Just as soon as the solicitor can 
feel that he has left a conviction in 
favor of Mutuals in the prospect’s 
mind, then, he should go on to create 
the third kind of conviction required ; 
which relates to the promptness and 
fairness with which his Company 
meets claims. The best, indeed the 
only absolutely convincing way to go 
about that is to be provided, and to 
provide all the solicitors, with definite 
documentary evidence on that sub- 
ject. 

Practically every time a claim is 
paid promptly and satisfactorily, the 
Company gets a letter expressing the 


expressed full satisfaction with the 
same article or service he is now try- 
ing to sell you—do you get the same 
conviction out of that statement from 
the salesman that you would get from 
hearing Jones, Smith and Robinson 
make the same statement themselves ? 
Of course you don’t. You may not 
actually go so far as to think that 
the salesman is lying to you when he 
says that he has the endorsement of 
those three customers, but the mere 
statement doesn’t carry conviction 
into your mind, because it is made 
by a prejudiced witness. 


eliminating a few words, and it’s 
easy enough to make such elimina- 
tion in a bulletin printed by the con- 
cern that is trying to make the sale. 
For example, a famous dramatic 
critic once wrote about a play: “This 
is one of the best examples I have 
ever seen of the kind of play that 
should be barred from the stage.” 

Next day that “testimonial” ap- 
peared on a board in front of the 
theatre in this form: “. .. one of 
the best . . . I have ever seen. . .” 
and then the name of the famous 
critic was added! ; 

(Continued on Next Page) 
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Belief Breeds Business 


(Continued from Page 11) 


OU may not go so far as to 

suspect that maybe some of the 
same sort of “editing” has been given 
to the printed extracts from testi- 
monials put before you by a sales- 
man; but, at least, they don’t carry 
anything like the same absolute BE- 
LIEF into your mind that you would 
get from actually seeing the letters 
that those other fellows wrote. 

To see their letters would be the 
next thing to hearing them say it 
with their own lips, wouldn’t it? 

Well, that’s exactly the reason why 
the proper way to use good strong 
testimonaial material, particularly on 
this important point of proving 
prompt and full settlements of 
claims, is to reproduce the letters 
just as they come through the mails, 
rather than to make extracts from 
them, or to leave your solicitors to 
tell the prospects about them. You 
probably know that you can have a 
zinc etching (a “cut”) made for a 
few dollars by any engraving house, 
and that from that cut you can print 
as many exact copies as you need of 
the letter from which it was made. 

If you don’t happen to know the 
address of any good engraving house, 
you may find one among the list of 
advertisers in some business maga- 
zine; or you can drop a line to any 
newspaper in any city of seventy-five 
thousand or so, enclosing a self-ad- 
dressed stamped envelope, and they’ll 
be glad to give you the name and 
address of the engraving-house that 
turns out their own etchings and 
halftones. 

Then you have only to send your 
testimonial letter or letters to that 
house, with instructions to make you 
a zinc etching of the size you want— 
and the best size is the same size as 
the original, although you can save 
money by using a one-half reduction 
which will be almost as readable, and 
almost as convincing. The question 
here is whether those two “almosts” 
are worth the saving. 

When you get the cut back from 
the engravers, take it to your printer 
and have him run off a hundred or 
so of copies, and then you are fixed 
to give each of your salesmen an 
exact reproduction of the actual letter 
which carries complete conviction 
that Jones or Smith or Robinson 
really did say what he is claimed to 
have said about the promptness with 
which you settled his claim in full! 

sO 

T pays not to overlook that kink 

in human-nature which makes us 
all want positive and unprejudiced 
PROOF before we will be willing to 
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ACT ; because, after all, a man must 
BELIEVE before he will be willing 
to BUY, and it’s a sure fact that the 
best way to compel belief is to supply 
the same sort of evidence that would 
be accepted in a court of law. Fail- 
ure to provide such evidence may 
save a few dollars in cuts and print- 
ing, but it loses lots of business. 

There’s just one other point well 
worth keeping in mind in using let- 
ters of that kind:—don’t hand them 
to the prospect and then keep on talk- 
ing. Lots of salesmen do that, over- 
looking the fact that it’s humanly 
impossible to read and to listen at 
the same time. Forcing a prospect 
to attempt that impossible task merely 
serves to irritate him . . . and an ir- 
ritated prospect is not in the proper 
state of mind to agree with the man 
who irritated him, is he? 

There are two ways in which testi- 
monials can be used effectively :-— 
either hand them to the prospect and 
stop talking while he reads them; or 
hold them so that the prospect can 
see the letterhead and the signature 
and yourself read to him the para- 
graph that makes your point. 

If the first method is used, be sure 
to watch the prospect’s eyes so that 
you'll know when to start talking 
again. So long as he continues to 
read, his eyes will be moving from 
left to right as they follow the lines ; 
but he may keep on looking at the 
letter after he has stopped reading it, 
in order to get a chance to think up 
an alibi without danger of being in- 
terrupted. 

However, if you'll watch his eyes, 
you'll know the second he stops read- 
ing, and you can go right on with 
your story. 

With that kind of evidence (and 
you should have enough of it... 
half a dozen letters at least) to secure 
conviction that your Company surely 
does pay claims promptly and in 
full; you have only the fourth and 
final form of conviction to secure 
before you come away with the 
signed application. 
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How are you going to convince 
the farmer that he should DO IT 
NOW? Well, undoubtedly you have 
in your mind at least one or two per- 
tinent examples of what happened to 
the fellow who put off applying for 
insurance until the day after the fire 
or the attack of sickness.—Tell him 
about them! 


That’s one of the best things about 
selling insurance :—the need to DO 
IT NOW is so obvious that it will 
carry its own conviction into the 
mind of any intelligent person who 
has merely been reminded of the sad 
fate of a few others who put it off. 


oo 


MAN can put off buying an 

automobile, a tractor, or a suit 
of clothes without paying any par- 
ticular penalty. He just keeps on 
the way he was for awhile longer. 
But the man who puts off buying 
insurance may find himself deprived 
of the accumulations of a lifetime of 
hard work by tomorrow morning. 


If there’s one field in which the 
old proverb “Delay is dangerous” 
carries full weight, that field is the 
insurance field; and so there should- 
n’t ever be much trouble about get- 
ting ACTION on the spot, if the 
three other kinds of conviction have 
been fully sold. 


Many an insurance solicitor fails 
to get final action because he failed 
to cover one or more of those pre- 
ceding points, and yet he thinks that 
what he really needs is “some better 
way of ‘closing’ his demonstration” ! 


As a matter of fact, what he really 
needs may be a better way of begin- 
ning it—along the lines discussed in 
the second of these articles—or his 
failure to close may be due to his 
failure to compel CONVICTION on 
the other two points—the Mutual 
proposition as compared with the Old 
Line proposition; and the fact of 
PROMPT and FULL settlement of 
claims—which have been covered in 
this article. 


There’s one thing certain :—the 
farmer won't BUY until he BE- 
LIEVES in what he is buying; and 
the only sure way to secure belief is 
by means of unprejudiced evidence 
and testimony. —Try it, if you 
haven't been doing so, and SEE 
FOR YOURSELF! 


The fourth article of this series 
will deal with the important subject 
of securing prospects and customers 
BY MAIL, Watch for it. 
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The Reichstag Building In Berlin, Germany, A National Capitol Of Great Historical Interest 


Coverages Little Known In America 


Foreign Companies Have Well Developed Branches Devoted to 
Insurance Lines Not Often Heard of in the States 


ORE than twenty-five years’ 
M continuous occupation with 

American insurance litera- 
ture, including books and periodicals, 
and two trips undertaken in 1903 and 
1927 respectively to study conditions 
throughout the American insurance 
world, have convinced me that the 
United States is the most productive 
country in the insurance field and 
that so far in no other country has 
insurance been so widely spread and 
popularized as in the United States. 


sut in spite of this fact it is never- 
theless true that in European coun- 
tries, and especially in Germany, 
there are some branches of insurance 
which are as yet unknown in the 
States. I will not go into the reasons 
why this should be so, nor investi- 
gate whether American insurance and 
American economy would not be 
benefitted by importing these insur- 
ance branches, but instead I confine 
myself to a brief enumeration of 
most of these branches, reserving de- 
tailed discussion to but one of them, 
which is particularly original in its 
conception and capable of wide pop- 
ularity and, in contrast to the others, 


By PROF. DR. ALFRED MANES 


Berlin, Germany 


Corresponding Member of the Insurance 
Institute of America 


has so far been carried on exclusively 
in Germany—the country where it 
was created. 
20S 
Telegram Insurance 


E may start the list with tele- 

gram insurance. Since the tele- 
graph companies do not guarantee 
prompt delivery or correct transmis- 
sion of the wording of telegraphic 
messages, commercial interests have 
frequently suffered heavy losses as a 
result of distorted or delayed tele- 
grams and it would seem to be a good 
losses through insurance. There are 
idea to provide indemnity for such 
practically no other means of protec- 
tion against. loss due to distorted or 
delayed transmission. “Compared 
telegrams,” which are accepted at 
very high rates, protect against muti- 
lation, at best, but if mutilation does 
happen, no more than the rates paid 
is refunded. It is true that, in the 
event of loss, the sender or recipient 


of a telegram has the legal right to 
hold the officials of the telegraph 
company responsible for it; but quite 
naturally this rarely leads to practical 
results, especially as the burden of 
difficult proofs is imposed on the 
complainant in civil suits of this kind. 


The telegram insurance, introduced 
in Denmark since the beginning of 
1908 by the Danish Lloyd at Copen- 
hagen, proposed to make good losses 
arising from mutilation or late deliv- 
ery of telegrams, including not only 
those sent within Denmark but also 
messages forwarded in communica- 
tion with a number of other Euro- 
pean states. The insurance premiums 
were paid by pasting stamps on the 
telegram blanks. Both individual 
and collective insurances at a lump 
sum were admitted. The telegraphic 
correspondence of a year could be in- 
sured in amounts of 500, 1,000, or 
5,000 crowns respectively. Claims 
had to be filed within one month 
from the day of sending the telegram. 
Differences between the insurance 
concern and the insured were subject 
to decision by an arbitration court. 
Both the senders and the recipients 
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could insure their respective losses. 
The premiums on individual insur- 
ances of telegrams in plain language 
amounted to 20, 30, and 85 Gres for 
indemnities up to 500, 1,000, and 
5,000 crowns respectively. As this 
method failed to prove satisfactory, 
the company, having severed its con- 
nection with the telegraphic adminis- 
tration, prepared a new premium rate 
table for what are termed insurances 
en bloc. By virtue of a current policy 
remaining in force for one or several 
years, and in consideration of an an- 
nual premium, each loss resulting 
from telegrams during the continu- 
ance of the insurance is made good. 
The premium is figured in percent- 
ages of the expense incurred by the 
insured in the course of a year for 
telegraphic communication with the 
countries included in the insurance. 
It amounted to 10 and 30% of the 
yearly expense for telegrams, accord- 
ing as the amount of insurance for 
individual telegrams was fixed at 500 
or 5,000 crowns respectively. But 
this and other reforms failed to se- 
cure any considerable degree of pop- 
ular favor to telegram insurance in 
Denmark or induce imitation of the 
scheme in other countries except 
Switzerland. 
DOD 
Strike Insurance 

URTHERMORE, mention may 

be made of strike insurance, the 
beginning of which can be traced 
back as far as 1872. In Germany it 
has been known since 1904. Its his- 
tory is very interesting, but a descrip- 
tion would lead beyond the scope of 
this review. In this respect, readers 
are referred to my Insurance Diction- 
ary, 2nd edition, published at Mit- 
tler’s, Berlin, 1924, and the literature 
cited there. At present the foremost 
concern in Germany writing strike 
insurance — most generally called 
strike indemnity — is an insurance 
company established by the largest 
employers’ association under the firm 
name of “Deutscher Streikschutz” 
(German Strike Protection). The 
basic operating lines of this German 
institute are in many respects identi- 
cal with the principles prevailing in 
Sweden, Norway, Denmark, Finland, 
and France. A fixed rate of indem- 
nity is allowed by all the companies 
for each day of strike per capita of 
the striking workmen. A good basis 
for fixing the amount of loss is fur- 
nished by the wages paid or the cur- 
rent expenses. In most countries the 
total wages have been adopted as a 
basis. The dues charged are definite 
fractions of the total amount of 
wages paid per year. For the days of 
strike a certain proportion of the un- 
earned wages — 25% minimum — is 
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paid. Everywhere the beginning of 
membership or insurance is preceded 
by a preliminary period during which 
there is no claim to benefit. In Ger- 
many this period extends over 30, in 
the other countries over at least 90 
days. While in Norway and Den- 
mark strike insurance is compulsory 
upon all the members of the em- 
ployers’ association, the other coun- 
tries, especially Germany, have failed 
to adopt this obligatory feature. 
20a 
Litigation Expense Insurance 
BRANCH of materially inferior 
importance is litigation expense 
insurance, which is probably un- 
known in America. In Germany it 


= 
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was first introduced many years ago 
by a mutual concern to provide cov- 
erage for the costs arising from min- 
ing damage suits. The yearly prem- 
ium amounts to M.0.10 for each 
M.1,000 of the insured value. For 
entering an action a litigation prem- 
ium of M.20.- is charged in cases 
where the subject at issue has a value 
of up to M.5,000.-, correspondingly 
higher premiums being charged for 
higher values. If the suit is success- 
ful, % of one per cent. of the sum 
recovered has to be paid to the asso- 
ciation. The latter makes advances 
to members of limited means for the 
purpose of carrying on their suits, 
and assumes the whole cost of litiga- 
tion if the member should be de- 
feated. A general litigation expense 
insurance has been repeatedly pro- 
posed, also one limited to making 
good the cost of patent suits. 
SSD 
Property Life Insurance 


S against the insurance branches 
so far mentioned, the one I am 
now going to discuss—property life 
insurance—may be said to be in a 
class by itself in so far as it is of 
thoroughly original conception 
throughout. The idea, as for the first 
time theoretically worked out in de- 
tail by Dr. Hans Heymann of Berlin 
and also organized and put into prac- 
tical operation by him jointly with 
Dr. Georg Hoéckner, may be said to 
be one of the most fruitful and most 
promising new departures in the 
whole field of insurance activities 
during the last years. In a casual 
way, the idea of systematically and 
reliably accumulating replacement 
funds through insurance with a view 
to the conservation of property values 
may have been hinted at before. This 
can be proved in the case of the late 
General Director of the Hamburg 
American Line, Mr. Ballin, who 
around 1909 had suggested to Eng- 
lish underwriters to organize an in- 
surance against the depreciation of 
ships. But nothing ever came of it, 
instead it remained to the above men- 
tioned German insurance experts to 
put that idea into proper shape for 
practical operation, which was done 
however in a thoroughly original 
manner of their own and on a much 
more comprehensive scope than had 
been proposed by Mr. Ballin. 
Heretofore it was customary to 
distinguish between life insurance 
and all other kinds of insurance by 
strongly emphasizing the difference 
that in the former a capital sum 
would have to be paid in any event 
at some time in the future (hence it 
was also referred to as “Capital sum 
insurance’), whereas in the other 











kinds of insurance it was stated as 
entirely uncertain whether the if- 
sured would ever receive any pay- 
ment from the insurance companies, 
since such payment was stipulated 
only in the event of a loss (hence 
“loss insurance” ). 


This distinction is no longer pos- 
sible since the construction of “prop- 
erty life insurance.” For the latter 
most adequately and ingeniously ap- 
plies principles of life(capital sum) 
insurance to property (loss) insur- 
ance, with the result that at some 
time a capital sum has to be paid in 
any event to every one of those par- 
ticipating in property life insurance. 
This is possible by attributing a sort 
of personal character to the insured 
subjects, whether they be houses, 
machines, ships, or any other prop- 
erty values. They all have a lifetime 
limited in some way, being some- 
times longer and sometimes shorter 
than human life. Now, as life insur- 
ance issues policies through its differ- 
ent branches in the event of death 
(whether from old age or from other 
causes) and in the event of survival, 
against accidents, sickness, disability, 
and for recuperation, providing no 
less for those left by the insured or 
his creditors, just so property life in- 
surance grants policies for all similar 
phenomena in the life and decay of 
property. 

DOs 


T may grant a capital sum in the 

event of complete destruction of 
houses, machinery, ships, etc., the 
amount of coverage provided by it 
being then available for building new 
houses, machinery, ships, etc. But be- 
yond that, it also comes forth with 
covering funds when events happen 
which do not wholly destroy a piece 
of property but merely have a dete- 
riorating effect on it. And as latter 
day life insurance is trying to solve 
the problem of restoring health to 
people threatened with diseases pre- 
sumably leading to early death, by 
providing them with expert medical 
treatment and proper care and nurs- 
ing, and thus saving them for the 
benefit of their families, their busi- 
ness interests, and national economy 
generally, just so property life insur- 
ance has from the very first set itself 
the task to make good the cost of re- 
pairs of all kinds with a view to the 
conservation of property. 


It is true that owners of houses, 
ships, machinery, etc., have all along 
made more or less adequate provision 
in this respect by “writing off” 
amounts and setting apart reserves 
for the purpose of paying necessary 
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repairs and replacing destroyed prop- 
erty from these funds. But experi- 
ence teaches that in very rare cases 
only are adequate funds made actu- 
ally available in this way for an 
emergency, and especially are such 
provisions bound to prove total or 
partial failures when the cost of re- 
placement amounts to many times the 
original purchase price, as illustrated 
by the present depreciation of money, 
or where the destruction or very ma- 
terial impairment of property is due 
to sudden and unforeseen events, ex- 
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cept in the comparatively few cases, 
such as fire losses, etc., which are 
covered by ordinary property insur- 
ance. 

2302 


ERE too, the analogy with life 

insurance is applicable and we 
may say that as the savings bank is 
by no means an equivalent of life in- 
surance, just so no “writing off” or 
reserve system can compare with 
property life insurance. For, deposi- 
tors in savings banks, like the own- 
ers of houses, ships, and factories, 
satisfied with writing off systems, 
have nothing but their own individual 
efforts to rely on, whereas people 
owning a human or property life in- 
surance policy pertain to an organ- 
ized body of individuals, where the 
principle of “one for all, and all for 
one” is applied on the basis of exact 
mathematical and statistical calcula- 
tions in such a manner that the Com- 
pany, even after receiving but one or 
a few premium payments, is enabled 
to pay to the insured suffering a loss 
or to those he leaves behind the same 
large sum of money which it would 
have taken scores of years to accu- 
mulate by deposits in a savings bank 
or through the setting apart of re- 
serves. 
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It is plain to see that when this 
property life insurance scheme has 
once been systematically developed 
on broad and comprehensive lines, it 
will necessarily be followed by an 
elimination of mere chance from pri- 
vate, national, and worldwide eco- 
nomic life to an extent which can 
hardly be overestimated, and this, in 
turn, is bound to secure undisturbed 
production to industrial and trade 
activities. Especially will a perspec- 
tive of entirely new possibilities be 
opened to banks and financial institu- 
tions of every description, which must 
keep in very close touch with every 
kind of insurance. Among those ma- 
terially benefitted by property life in- 
surance put in operation on the 
broadest possible lines will be the pri- 
vate individuals and corporate bodies 
engaged in lending out money on 
ee, security of houses and ships. 

or it is hardly necessary to explain 
why and how pledges subjected to 
property life insurance become more 
valuable as security. If plain fire in- 
surance is a means of stimulating 
real estate credit, property life insur- 
ance is bound to have a far greater 
effect in that respect. And as a mat- 
ter of fact, it has from the very be- 
ginning paid due consideration to the 
interests of mortgagees in its terms 
and conditions. 


a 


ROM all these reasons it would 

seem to be particularly appropri- 
ate, in establishing a concern devoted 
to property life insurance, to define 
its objects as comprehensively as pos- 
sible. Once such a company has suc- 
ceeded in building up a satisfactory 
business as a foundation, it may then 
go about, through a policy worded 
with proper caution, to grant not only 
property life, but fire, burglary, wa- 
ter pipe damage, and other insurance 
on the same property. Nowhere, so 
far, has the scheme or the_ practical 
operation of property life insurance 
met with any opposition worth men- 
tioning ; quite on the contrary, a great 
number of insurance experts as well 
as industrialists and other persons of 
note have signified great appreciation 
of it and expressed full confidence in 
its future development. That is, no 
doubt, partly due to the fact that it is 
of equal importance to cities and ru- 
ral districts, to private houses as well 
as factories, to individuals, corpora- 
tions, and public authorities, and fills 
a real need. A contributing circum- 
stance is probably the fact that the 
German Company was only estab- 
lished after many years of most care- 
ful preparatory work with the co- 

(Continued On Page 29) 
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The Light is Spreading 


O influence is more pervasive than that of a 

luminous idea. If one were to trace the history 

of civilization, of man’s upward climb on the 
steep ascent which has brought him from ignorance to 
knowledge, from primitive savagery to the power and 
privilege of culture, one would find that each step was 
marked by the shining of a luminous idea. 


The mind of man is a source of radiant energy. It 
generates light, and in the illumination which breaks 
forth man advances to new achievements. Often it is 
the urge of necessity which sets up within the mind the 
light-creating reaction. Human progress is a story of 
struggle to subdue and to turn to advantage the en- 
vironment in which it must be made. Man has made 
headway because he has had to overcome obstacles, con- 
quer perils, convert resistance into subservience. And 
always the luminous idea has preceded the victory. 


It is true the light of an idea travels more slowly 
than that mysterious emanation which spreads over the 
world as the sun comes above the horizon with each 
recurring dawn. There is more resistance in ignorance 
and prejudice, but in the end the light of knowledge and 
truth is irresistible. “The light shineth in the darkness, 
and the darkness overcometh it not,” is the profound 
saying of a writer of old, and all experience sustains it. 
The most effective way to combat error is to give truth 
a chance to shine. Suppression of error by force is 
never successful, because it is itself an error, and merely 
adds to the confusion of men’s minds. 


owen 


The luminous idea of insurance, which assuredly 
deserves its place among the other great ideas that have 
contributed to human progress and welfare, first arose 
in the mind of a man who had interest in ships which 
carried precious cargos on far seas. It is interesting to 
note how it was man’s struggle with this unruly feature 
of his environment—the winds and the waves of ocean 
—that furnished the impulse to thought. The peril was 
not to be avoided, but it could be foreseen, and provision 
made against the loss. Marine insurance was the pro- 
genitor of all other forms. 


Then came fire insurance, receiving its first great 
stimulus in the disaster of 1666’ which destroyed the 
greater part of London. And under the pregnant pres- 
sure of this dire necessity another luminous idea was 
born—the mutual idea. Men with common property 
interests saw the possibility of providing against the 
then great and prevalent hazard of fire by pooling re- 
sources in a common fund which could be drawn upon 
if for any of them the evil day came. According to an 
authority on the history of insurance this mutual plan 
arose in competition with an already existing method 
of insurance. He writes “Groups of private speculators, 
the forerunners of our modern stock companies, were 
the first to write insurance in large volume; and when, 
about 1684, the mutual idea was launched, those already 
in the field invoked the aid of the government against 
the newcomers.” This effort to suppress failed. The 
mutual idea survived and its light began to spread. 


Second in the field in Great Britain, it was first in 
the field in America. Here the atmosphere was con- 
genial to the idea. The new republic was a mutual enter- 
prise. Its rights were not conferred by super-authority, 
but derived from the people. Its protection was not a 
benefit bestowed by a sovereign for a price, but the 
strength of all pooled for the defense of each. The 
luminous idea of mutual aid shone in the Declaration of 
Independence and the Constitution. Thus when it broke 
forth in the field of private effort for provision against 
the hazard of fire, as it did in the Philadelphia Contri- 
butionship, organized in 1752—and still in existence— 
it shone the more clearly and steadily. 


a a 


And in all the years succeeding the light of this idea 
has developed intensity and spread thruout an ever wid- 
ening area. It has met opposition. Backs have been 
turned against it; eyes have been closed to it; curtained 
windows have excluded it. But there are many indica- 
tions that today it is winning recognition even among 
those who have deliberately refused to see it. The old 
objections are no longer heard as they used to be. Facts 
have refuted them. They cannot stand up where the 
facts are known, and this JourNAL oF AMERICAN In- 
SURANCE has taken a peculiar pleasure in proclaiming 
the facts. More than that the essential principle in the 
mutual idea is being conceded as the essential principle 
in insurance by those who once were reluctant to make 
this admission. Take as an example the following con- 
cluding paragraph from an editorial in a prominent 
insurance publication devoted to interests competitive 
with the mutual movement :— 


“All insurance is merely a pooling of funds out of 
which the present unfortunate are compensated for 
misfortune, with the remaining funds invested to com- 
pensate those who will meet similar misfortune later 
on. The only other disposition of the funds is in the 
payment of expense for carrying on the work and for 
the use of capital (if any) risked to support and guar- 
antee the carrying out of the contracts. The whole 
transaction is one of mutual contribution, rendered more 
certain when backed by ample capital or free surplus 
to tide over emergencies.” 


That is, in some respects, a guarded and qualified 
statement; but it is, even so, considering its source, a 
remarkable acknowledgment that the mutual idea is the 
essence of insurance. The light, indeed, is spreading! 
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Life-Lights Against a Business Background 


the first whiff of Spring was in 

the air—you know the feeling 
—my neighbor, with whom I travel 
into town, began talking about golf. 
I tried to steer him away from the 
theme. It would have been easier to 
push the locomotive from the track 
with one hand behind my back. When 
he gets started on golf no other topic 
of conversation has a chance. The 
deceptive brilliance of the March 
sun, the suggestion of a softening 
quality in the south wind, the fancy 
that he had that morning heard a 
robin—these things set him off. 

lor three years he has been trying 
to coax me out on the links. Sales- 
manship is his business, and I think 
he has felt a little chagrined because 
of his failure to break down my 
salesresistance. As a matter of fact 
he had come very close to success on 
several occasions; but there is a 
streak of stubbornness in my nature. 
The ardor of his devotion to golf 
betrayed him into a direct attack of 
persuasion against which this streak 
rose obstinately. Had he been as wise 
as he is in his business—had he used 
the indirect approach, the approach 
of suggestion, the impersonally dis- 
guised lure, I think I would have 
fallen. I would have felt that I was 
choosing to go. I would have asked 
him to take me and to give me a 
lesson in the mysteries of the game. 
But when he told me I ought to play 
golf, and insisted that he should be 
allowed to instruct me, I at once be- 
gan to hunt all the excuses an in- 
genious mind could conceive. 

Sean eaee 

UT this morning, consciously or 

unconsciously, he tried a differ- 
ent tack. He talked about the pleas- 
ure he was anticipating; he dilated 
upon the joys and thrills of the 
game; he pictured glowingly what it 
meant for him in mental relaxation, 
in rested nerves, in muscles limbered 
by exercise. He spoke of how the 
grind of routine, the tensing strain 
of business, the confinement of office 
walls were relieved by a day on the 
links, and of how he found himself 
fitter for the day’s work, keener, 
more quickly responsive. 

I was waiting for him to say, “You 
ought to try it, old fellow; really you 
ought!’ I was all ready for him, but 
he disappointed me. 

He rambled on. “You know,” he 
said, “people who don’t play are al- 
ways kidding us about the time we 
waste, as they think. Business ne- 
glected, opportunities lost, bailiff sit- 


Tite: or three weeks ago, when 


By S. J. DUNCAN-CLARK 
Getting on the Green 


ting in the front parlor while wife 
and kiddies starve because father is 
chasing a little pill out in the wide 
open spaces. Pathetic picture. 

“But, as a matter of fact, I have 
learned some of the most valuable 
lessons for the conduct of my busi- 
ness from my experience in golf. 
Maybe it is a sort of desecration to 
talk about golf as an aid to business, 
and I assure you that is not the rea- 
son why I play it; but it is an aid, 
just the same. I have been trying all 
winter to put into practice some of 
the things I have learned while shout- 
ing ‘Fore!’ 

“For example, there is the Jesson 
of the long look ahead. Down the 
fairway to the green with its little, 
flag-marked hole, is a hazardous jour- 
ney; there are bunkers intervening ; 
probably a creek; on either side lies 
the rough, or clumps of obstructing 
trees. When it comes to the drive if 
you let your vision rest on these ob- 
stacles you are done. You must look 
over them, beyond them—the long 
look, all the way to the flag. Of course 
it is not to be reached with that first 
stroke ; but the strokes will be fewer 
if you make it your objective from 
the beginning. Get your eyes and 
your mind on the bunkers or the 
creek, and it is a hundred to one 
that is where you are going to land. 
Many a good sale I have spoiled for 
myself in days gone by because I 
kept looking at all the difficulties 
which lay in the way. The more 
looked at them the bigger they be- 
came ; they hypnotized me; they stole 
my confidence. I became tuned to 
failure instead of to success. Now I 
am trying to look straight ahead to 
the little hole in which the order will 
drop. I drive for that, and I make 
it oftener. 

SOD 

‘S/9HEN there is the lesson of the 

relaxed, free-playing muscles 
when you make your drive. The 
temptation is to grip your golf club 
tight, tense your body, and put vio- 
lence into your stroke as tho you 
were laying out some murderous 
assailant. The result is inevitably 
disappointing. You top the ball and 
it rolls a few yards; you slice, and 
it goes off into the rough. The one 
thing it does not do is to soar beauti- 
fully down the fairway, and carry 
you happily toward your goal. But 
relax, let your muscles play easily, 
let your club hang between your 


hands, held just enough to retain it, 
and swing with a rythmic movement 
—no vehemence, no tightening of lips 
or clenching of teeth—and away sails 
the ball, amazingly far. 

“T have been practising that sort 
of an approach to my business. It 
makes a lot of difference whether you 
take a mind tensed and nerves taut 
to the day’s task, or a mind free and 
nerves easy. You can put your 
weight into your job a hundred times 
more effectively if you go at it with a 
free, rythmic swing. The drive car- 
ries farther, and the strain upon your- 
self is incomparatively less. Most 
of the times we get into the rough in 
our business is when we allow our- 
selves to be worked up into a fever 
and fret of anxiety, and our mental 
hands are clenched to grip the prob- 
lem with which we are working. 

“One of the hardest things I have 
had to learn is how to make the light, 
gentle stroke which will take me far 
enough but not too far. I guess all 
of us are apt to over-do it. I know 
that has been one of my chief faults. 
I am apt to talk my sales prospects 
into resistance by over-enthusiasm 
for my project.” 

“TI would never have suspected you 
of that,” I said, subduing the tone of 
sarcasm which the words invited. 

2S. 

E looked at me a little doubt- 

fully, but continued, “I am 
learning restraint, however. I am 
learning how to measure the force I 
use to the requirements of the job. 
By the time I get near enough to the 
green in my business, so I can mea- 
sure the remaining distance to the 
little hole of successful retirement 
with accuracy of eye, I think I will 
have mastered the lesson well enough 
to make it. There are still a few 
bunkers in the way, but I am not 
thinking much about them. Two or 
three good drives ought to do the 
job, and if they do I will have a lot 
of reason to thank golf.” 

“Chicago! Remember your par- 
cels!”’ shouted the conductor. 

“Say,” said I, “when the season 
opens and you are going out to the 
links again, give me a ring.” 

“What for?” he asked in surprise. 

“Oh, I just thought I'd like to go 
along. You see I want to get on the 
green, too.” 

“For the love of Mike!” he ex- 
claimed. “I’d have asked you, only 
judging from experience I thought it 
was no use.” 

“Tf you had, it would have been,” 
I answered. 
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Crop Hazards and Their Insurance 


Continuing A Series of Articles On the History Of Efforts to Offer the 
Farmer Protection Against Years of Failure 


HE frost hazard is as old as 
agriculture. In fruit regions 
particularly it has been recog- 
nized as a farm problem of first im- 
portance for many years and various, 
and occasionally novel, means have 
been tried to reduce the risk. The 
frost hazard is, of course, a func- 
tion of temperature. One solution 
to the problem is, therefore, to heat 
the air in the orchard during peri- 
ods of danger. For this purpose 
small smudge-pots using coal or 
crude oil and placed at regular in- 
tervals throughout the orchard 
have been found effective. They 
are expensive to operate, however, 
and not always a success and for 
this reason have not thus far been 
an entirely satisfactory solution. 
The attempt to meet the problem 
by insurance is of comparatively 


recent origin. At the various Fed- 
eral weather reporting stations, 
minimum temperature records and 
dates of killing frosts had been 
kept for many years and in 1920 
these served as a basis to analyze 
the hazard for insurance purposes 
in Florida. As an outgrowth of 
this analysis, a small amount of 
frost insurance was placed on cit- 
rus fruit in Florida in the winter 
of 1921-22. The experience was 
favorable this first year and a 
somewhat larger amount was writ- 
ten in 1922-23. In subsequent sea- 


By G. Wright Hoffman, Ph. D. 


Assistant Professor of Insurance, 
Wharton School of Finance and Commerce, 
University of Pennsylvania. 


ARTICLE IV 
THE FROST HAZARD 


sons this line has been written on 
citrus fruit in both Florida and 
California and on sugar cane in 
Louisiana, reaching a maximum in 
amount written of over 8 million 
dollars for the season 1925-26. 
Not including the present season 
of 1927-28, frost insurance experi- 
ence thus includes the brief period 
of six years for three selected local- 
ities and covering two adaptable 
crops. The Spectator Company in 
their 1926 edition of “Distribution 
by States of Fire Insurance” in- 


Photo By U. & U. 
Harvesting a Crop of Any Kind Is Often a 
Race Between the Farmer and the Weather 


cludes some items of premiums 
and losses on frost insurance for 
the year 1925. Their report shows 
fourteen companies to be writing 
the line for that year with the fol- 
lowing distributions by states: 
TABLE I 
Premiums anc Losses on Frost Insur- 
ance by States for the Year 1925 
Net 
Premiums 
147 
110,251 
292 
98,643 
36,839 3,101 


$246,172 $169,489 

No later reports of this publica- 
tion have appeared and this one 
year is for a calendar rather than a 
crop year and is not complete for 
all companies. It shows, however, 
the states in which frost insurance 


State 
Arkansas 
California 
COMBO. 5s ec 
Florida 
Louisiana 


3,759 
apa 


593 





is written and gives a general idea 
of its importance. Compared with 
hail insurance, for example, which 
has an annual premium income of 
from 18 to 20 million dollars, this 
line appears small. For the crop 
year 1925-26, in which the maxi- 
mum amount of frost insurance 
was written, estimates from com- 
pany sources place the total pre- 
mium income at less than $700,- 
000 and for the six year period, 
1921-22 to 1926-27 inclusive, a total 
premium income of less than $2,- 


000,000. 





Loss Experience: With what de- 
gree of success have the companies 
undertaken this new line of insur- 
ance? Here again, due to a group- 
ing of minor special lines of insur- 
ance together in reporting to State 
Insurance Departments, compre- 
hensive published figures are not 
available. Estimates from the best 
private sources have been obtained, 
however, and these are sufficiently 
accurate to serve. The estimates 
obtained were the total amounts of 
insurance written (or exposure) 
and the total losses incurred for the 
three regions in which frost insur- 
ance has been written: Florida, 
California and Louisiana for each 
of the crop years 1921-22 to 1926- 
27. These totals were thrown into 
ratios of estimated losses to expo- 
sure and are presented in Table II. 
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tire six year period of 9%4 per cent 
is too high to permit a profit to the 
underwriting companies. Premi- 
ums charged in Florida on this line 
average about 8 to 8% per cent, in 
California 9 to 10 per cent and in 
Louisiana on sugar cane 4% to 5 
per cent. When weighted by the 
amounts of insurance written in 
each of these sections and allowing 
25 per cent of the premium for 
costs of writing and adjustment, 
these premiums would have needed 
to have been 50 per cent higher to 
have permitted the companies to 
“break even.” 

The fact that the insurer has 
fared thus far rather poorly on the 
average is not, however, the most 
significant fact of Table II. Of 
greater practical importance is the 
high degree of variation in loss ex- 





Florida 


0% 
0% 
0% 
1% 
1% 
25% 
3.7% 


Crop Year 


Weighted Average} of 6 
year period 





TABLE II 
Frost Insurance: Estimated Percentage of Loss to Amount at Risk, for all Com- 
panies Writing, for Florida, California, and Louisiana, for 
the Crop Years 1926-27 Inclusive. 


Ratio: Total Losses to Total Exposure 


+Weighted by the amount of insurance written. 


Calif. La. 


* * 


0% S25 0 % 
4% 0% 1.3% 
60% 2% 18 % 
2% 15% 6.6% 
10% 0% 20.7% 
20.8% 11.5% 9.5% 


W’ted Avg. 
0 % 


*No frost insurance written. 








Several significant points should 
be observed from Table II. In the 
first place, the weighted average 
loss for all three states for the en- 


perience both between sections and 
from year to year. Thus for Flor- 
ida five years of favorable experi- 
ence were followed by a year with 
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a loss three times the size of the 
premium income. For California, 
one year experienced a loss of 60 
per cent of the insured crop, or ap- 
proximately six times the premium 
income. This colossal loss was fol- 
lowed two years later by a loss of 
10 per cent of the total exposure 
with losses for the other years 
comparatively small. In Louisiana 
one year stands out with a loss of 
15 per cent of the total amount in- 
sured or three times the premium 
income with years preceding and 
succeeding it of small losses. 

When the experience of the three 
states is combined there still re- 
mains a degree of variation in loss 
experience great enough to dis- 
courage the strongest company in 
adverse years such as 1924-25 and 
1926-27. By combining the three 
sections the situation is, however, 
somewhat improved. 

What is needed is a wider spread. 
One solution is to include new and 
greater areas; another solution is 
to base losses on an average of say 
three years; thirdly, one might 
combine the experience of this one 
minor line with that of crop insur- 
ance modifying the policy perhaps 
to include other hazards in addi- 
tion to purely frost and thus ob- 
tain an increased degree of stabil- 
ity in losses from year to year. 
This last. suggestion seems the 
most practical as the field for frost 
insurance alone is naturally lim- 
ited and the writing of a contract 
based on three years’ experience 
defeats in considerable measure the 
purpose of the insurance. 

The Frost Coverage: The policy 
used for this line of insurance has 
varied considerably during the last 
three years in its essential provis- 


Modern Fruit Growers Are Among the Pro- 

gressive Farmers Who Use Both Mechanical 

Means and Insurance as a Double Guard 

Against the Menace of Frost. The Picture 

Shows an Orchard Being Protected by Hun- 
dreds of Burning Oil Pots 

Photo By U. & U. : 
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ions. The occasion for this has 
been in part due to unforeseen in- 
terpretations being placed on par- 
ticular provisions; mainly, how- 
ever, the changes have been made 
in an effort to write a contract 
which will be salable and at the 
same time preclude, if possible, the 
payment of sweeping losses unless 
a disaster approaching a total loss 
occurs. This is a problem not only 
in frost insurance but also in hail 
and other forms of insurance on 
growing crops. Above a 10 or 12 
per cent premium it becomes diffi- 
cult to sell the contract and if the 
coverage is still too broad, means 
must be devised to decrease it. Un- 
fortunately in frost insurance the 
changes recently introduced in the 
contract to accomplish this pur- 
pose have rendered it somewhat 
less clear and definite. 


The contract originally prepared 
and in use, with minor variations, 
up to and including the crop year 
1924-25, provided for an adjust- 
ment in the event of loss on a 
straight percentage basis. The con- 
tract read in part as follows: 


“In the event of the total de- 
struction by frost or freeze of 
any crop herein described, or 
any part thereof, the amount 
payable hereunder per box 
shall be the amount of insur- 
ance per box applying to such 
crop; and in the event of the 
partial destruction by frost or 
freeze of any crop herein de- 
scribed, the amount payable 
per box under this policy shall 
be such proportion of the 
amount of insurance per box 
applying to such crop on day 
of loss as the ascertained dam- 
age to said crop bears to the 
sound value of such crop on 
day of loss had no loss or dam- 
mage by frost or freeze oc- 
curred to said crop; and in de- 
termining such proportion the 
cost incident to harvesting and 
marketing shall not be consid- 
ered.” 


This clause set forth clearly the 
basis of adjustment in the event of 
loss. Its application was condi- 
tioned, however, by other provis- 
ions which should be mentioned. 
The insured was asked in his 
application to estimate the prob- 
able production in field boxes of 
his on-coming crop. A conserva- 
tive amount of insurance was then 
granted per box and the total 
amount of insurance determined by 
multiplying the estimated yield by 
the insurance per box, If later the 
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actual production proved to be 
either larger or smaller than the 
estimated figure, then the amount 
of insurance per box was adjusted 
so that when multiplied by the ac- 
tual production it resulted in the 
same total amount of insurance. In 
other words, if the crop turned out 
to be larger than estimated, the 
amount of insurance per box was 
decreased and if smaller then the 
insurance per box was increased. 


This particular feature of the 
contract did not prove to be alto- 
gether satisfactory since the in- 
sured might obtain a rather large 
amount of insurance per box by 
over-estimating his probable pro- 
duction. This provision has been 
changed in recent years so that if 
the insured overestimates his prob- 
able crop, his total amount of in- 
surance is later scaled down in the 
proportion that the actual produc- 
tion bears to the earlier estimated 
production but with no provision 
for a return of the proportionate 
amount of premium. In the event 
the applicant underestimates his 
probable production the earlier 
method of lowering proportion- 
ately the amount of insurance per 
box still prevails. Taken together 
these two provisions certainly fur- 
nish every incentive to the appli- 
cant to accurately estimate the to- 
tal production of his crop. 


Various other important provis- 


ions have formed a part of both the 
earlier and more recent contracts. 
They include detailed provisions 
for the keeping of accurate and 
complete records, a 10 per cent de- 
ductible clause, a provision that 
the amount of insurance automatic- 
ally decreases as the crop is har- 
vested or is reduced in size by any 
cause other than frost or freeze, a 
provision that no liability shall 
exist in the event the crop is so 
damaged by any other cause or 
causes as to preclude a profit over 
and above the actual cost of mar- 
keting, and other clauses standard 
in the usual insurance policy. 


The actual details of adjustment 
in the event of a loss under the 
contract used up to and including 
the crop year 1924-25, when sub- 
ject to the provisions just men- 
tioned, were rather intricate. It 
was necessary that a loss occur of 
over 10 per cent of the amount of 
the insurance. Then the amount of 
insurance per box had to be calcu- 
lated in the light of actual produc- 
tion. It was then necessary to de- 
crease the total amount of insur- 
ance in the proportion that the 


number of boxes harvested before 
the frost plus the number of boxes 
lost by causes other than frost bore 
to the total production. The full 
amount of insurance per box was 
then paid on the number of boxes 
dropped on account of frost and on 
the number separated out on ac- 
count of frost damage and which 
were a total loss. On the fruit ac- 
tually shipped but reduced in grade 
because of frost damage, a percen- 
tage loss per box was paid propor- 
tionate to the loss actually sus- 
tained in the sale of the fruit. 


But while the earlier policies of 
frost insurance appeared intricate 
enough in application at the time, 
they were really simple compared 
to the more recent contracts. Men- 
tion has already been made of the 
fact that unusual losses in 1924- 
25, 1925-26 and 1926-27 necessitat- 
ed the framing of a more restricted 
contract and. this has been accom- 
plished largely in the clause limit- 
ing the liability of the insurance 
company. To quote from a recent 
policy : 


“The liability of this company 
for loss or damage by frost or 
freeze to any crop herein de- 
scribed, or any part thereof, 
shall not exceed the same per- 
centage of the amount of in- 
surance applying to such crop 
at date of loss as the ascer- 
tained percentage of loss or 
damage only by frost or freeze 
to the unharvested crop at date 
of loss, and in determining the 
measure of loss or damage the 
cost incident to picking, pull- 
ing or otherwise harvesting, 
grading, packing and market- 
ing shall not be deducted; but 
in no event shall this company 
be liable for any loss unless the 
loss or damage by frost or 
freeze equals or exceeds ten 
per cent of the total amount of 
insurance applying to such 
crop at date of loss; nor for 
more than the amount of the 
difference between the unhar- 
vested market value of such 
crop after date of frost or 
freeze and the amount of in- 
surance applying to said crop 
at date of loss, nor for more 
than the total amount of in- 
surance applying to said crop 
at date of loss.” 


The point of greatest significance 
in this section is the provision lim- 
iting the liability of the company 
to the difference between the un- 
harvested market value of the crop 

(Continued on Page 30) 
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Underwriters Familiar With City Conditions May Find Themselves At a Loss When Dealing With Rural Conditions 


First Annual Underwriters’ Conference 


Meeting At Cleveland Largely Attended and Productive of Many 
Discussions of First Importance 


UCCESS from every standpoint 

was the achievement of the First 

Annual Underwriters’ Confer- 
ence held at Cleveland, Ohio, on 
March 26th, 27th and 28th. 


With forty-eight companies repre- 
sented and seventy delegates present, 
the discussions were participated in 
by many of the keenest minds of the 
field of insurance and much practical 
information was carried away to be 
applied to the difficult problems of 
underwriting. 


The program was itemized to in- 
clude scores of submitted subjects, 
comment on which was invited, and 
the sessions were lively with interest. 


Major addresses included: 
“IDEALS OF UNDERWRITING” 

Mr. Burton S. Ftace, President, 
Federation of Mutual Fire Insurance 
Companies, 

Merrimack Mutual Fire Insurance 
Company. 


“Use AND OccUPANCY INSURANCE” 


Mr. CuHAse M, Situ, Secretary, 
National Retailers Mutual Insurance 
Company. 

“Excess REINSURANCE” 

Mr. Louis WEIM_ER, Manager, 

Improved Risk Mutuals. 
“CARDINAL PRINCIPLES OF SUCCESS- 

FUL UNDERWRITING” 

Mr. R. B. Howp, Assistant Secretary, 
Millers Mutual Fire Insurance Asso- 
ciation, 

Alton, Illinois. 
“COMMUTATION OF RATES” 

Mr. Houston DuNN, Secretary, 
National Petroleum Mutual Fire In- 
surance Co. 

Mr. L. A. MINGENBACH, Underwriting 

Manager, 

Hardware Dealers Mutual Fire In- 
surance Co, 

Mr. W. S. WILLIAMS, Assistant Secre- 

tary, 

Millers Mutual Fire Insurance Com- 
pany. 

Mr. Joun A. Buxton, Assistant Secre- 

tary, 

Minnesota Implement Mutual Fire 
Insurance Co. 

Mr. F. W. Porter, Secretary, 
Fitchburg Mutual Fire Insurance 
Company. 


“FACTORS AND FORMULAE FOR KEY 

LINE” 

Mr. C. G. WuiprLe, Underwriting 

Manager, 

Improved Risk Mutuals. 
“POSSIBLE MAXIMUM Loss oR 

AMOUNT SUBJECT” 

Mr. Georce A. MINSKEY, Assistant Sec- 

retary, 

Michigan Millers Mutual Fire Insur- 
ance Company. 

Of the above, the only paper avail- 
able for publication in our April issue 
is that delivered by President Flagg 
of the Federation, and his address is 
reproduced below. Other papers read 
before the conference will be printed 
from time to time as they are secured. 


ooo 


66 ENTLEMEN, your presence 
C5 tere today is indicative of 
two things—first, your faith 

in your fellow men, secondly, a sin- 
cere hope to serve Mutual Insurance 
as an institution. Twenty-five years 
ago a similar gathering would have 
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Spring Time Is Prolific Of Forest Fires Unless Modern Methods Of “Cleaning Up” Are Practised In Woodlands 


been inconceivable. This and other 
like conferences stand as monuments 
to the growing magnanimity which 
we believe will ultimately make vital 
contributions to business progress 
and inevitably create a more sympa- 
thetic understanding. 


“It is not my mission to outline 
steps for intensifying fire prevention 
measures nor to emphasize the con- 
tinuing and enlarging values in inspec- 
tion service as the right bower for 
the studious underwriter. Nor am I 
to detail risks or classes out of which 
profits are most likely to develop, nor 
pass out encomiums upon fire insur- 
ance and its value in the lives of men 
and things, for need it be said as one 
observes the Mutual Companies of 
various shades and methods in this 
country of ours—that there is but one 
routing to the increasing of surplus, 
reserves and assets? Am I not re- 
minded of a recent illustrated lecture 
of explorer Amundsen! The illustra- 
tion indicated the path to the South 
Pole followed by Amundsen. Another 
showed the path followed by Stef- 
ansson—the one path on the east side 
of the Pole and the other on the 
west. Yet each gained the Pole. But 
—a large but—there were funda- 
mental and unchanging laws observed 
in each passage, largely born of ex- 
perience be it said—common to each 
—as to preparation—as to equip- 
ment—as to precautions—as to ob- 


servations. 
Sao 


THEREFORE, state that we 
9 are not so much _ concerned 


whether a member of our Mutual 
family invests in a first mortgage— 


or an A—double A or triple A bond, 
be it a municipal, railroad or public 
utility. 1 am concerned in each of 
these moves, whether the investor has 
observed certain fundamental prin- 
ciples born of experience and study. 
Economic and social changes affect 
the investment. The man of vision 
anticipates and profits—rather than 
waits till he meets the anticipated 
condition face to face. Necessary it 
is therefore to study—to analyze, to 
revalue constantly, to examine all 
things even those ‘on which we have 
been brought up.’ For vision in in- 
vesting is affected most intimately by 
changes in processes, discoveries, liv- 
ing conditions, economic, social and 
industrial. 

“The question of profitable and un- 
profitable underwriting has been very 
much to the fore and pretty well 
threshed out. 


“Old John Perkins buttonholes us 
often and outlines with much ora- 
torial detail that he has missed an- 
other fire. 


see 


I tell you,’ says John on each 
occasion, ‘this underwriting stuff is 
all plain bunk. It’s just a gamble and 
nothing else. Just like playing the 
stocks or picking the two year olds. 
If you’re a good picker, you come 
out on the right side and, if you're 
not, it’s you for the losses. I’ve been 
going up and down this state for 
thirty years and in that time I’ve seen 
a lot of this fireproof stuff added to 
the ash heap, while old frame build- 
ings had to be pulled down. I had a 
hunch that that nice big warehouse 
down on Abbot Street was going to 
burn one of these days, and I got off, 


and it did burn; but there is an old 
frame saw mill down in Essex County 
that has paid me enough premiums to 
build a couple of mills, and it’s still 
there.’ 


“There are a lot of John Perkinses 
in the business. 


“It pays, however, to iterate and 
reiterate fundamentals for unless we 
are reminded that they are the very 
basis of our methods, we forget them 
and begin to build on top of lighter 
stuff that will not stand the pressure. 

Os 


66 OW if a fire insurance com- 
pany has a definite underwrit- 
ing policy—that is if it conducts its 
affairs as to selection of risks and 
fixing of lines with some regard to 
averages and gets a rate for the busi- 
ness that it writes that is in line with 
the best experience—there is no good 
reason why it should not succeed. 
“In the fire insurance world, the 
underwriter has no easy task in keep- 
ing pace with the new features which 
confront him in these days of shift- 
ing methods, an early recognition of 
the encroaching moral hazards and 
big risks underwritten and new rules 
and requirements. Compelled to bear 
well in mind the old time general 
methods of passing upon business, 
and they are numerous, each added 
precept brings another strain upon 
his memory and capacity. The life of 
the underwriter is not a bed of roses. 
‘Times ain't as they used to was and 
the wise tail waggeth as the dog 
listeth’ which means that only a few 
enjoy all the changes of time and 
many find it difficult to follow them 
all. 





“Now, gentlemen, we are prone to 
look at our business through our own 
local glass doors. Many of our com- 
panies have been for years entities 
unto themselves. As a fact, they are 
a part of insurance as a national and 
international business. They belong 
to the big field of insurance. The fail- 
ure or increasing weakness of a mutal 
company is a blight upon all insur- 
ance companies. 

“You men of the West with your 
fine modern constructions — brick 
buildings—wide thoroughfares—scat- 
tered communities—have developed 
underwriting views accordingly. 

“You men of the East with your 
frame construction and narrow 
streets — foreign population — broad 
areas of multiple occupancy conges- 
tion—have developed quite a differ- 
ent point of view as to underwriting 
for profit. 20S 


“6 ERE is the general writing 

company—having always op- 
erated near at home—now branches 
out and extends operations. Its un- 
derwriter is not altogether competent 
to underwrite in the new territory 
unless he has become a student of 
condtions there. He lacks knowledge 
of territorial conditions. 


“Here is the Class Company, so 
called, now branching out not in ter- 
ritory for it has always operated over 
a wide area, but in the underwriting 
of new classes and hazards with 
which it has had little experience— 
its underwriter lacks knowledge of 
classifications and therefore must be 
a careful student. His prohibited list 


Likewise the Insurance of Farm Buildings May 
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is not based on experience. It is based 
on what he has heard or read. 


“What greater reason, gentlemen, 
than the above for this mutual meet- 
ing—exchange of ideas. The general 
underwriting company is a specialist 
on classes but not on territory. The 
Class company is a specialist on one 
class and in territory but not on gen- 
eral classes. 


“You are here to talk with 
your neighbor, to get his ideas. A 
class may be safely underwritten here 
that cannot be so safely underwritten 
there. What logic is there for a New 
England company to apply New Eng- 
land underwriting ideas upon Wis- 
consin risks? Or by the same token 
-—where is the logic in a Nebraska 
company assuming to apply to New 
England risks the same underwriting 
habits and practices as might apply 
to the Nebraska risks in its home 
territory. 


“In the interchange of business, the 
Nebraska company should be able to 
prove by experience figures and facts 
—likewise the New England com- 
panies as to the classes profitably 
handled in each others territory. 
Opinions mean so _ little — records 
mean so much. Thus our individual 
obstinacy and provincialism receives 
light and enlightenment and a closer 
community of interesting results. 

202 
What Is the Ideal Mutual Fire Com- 
pany in our Federation Membership 
‘STIS first aim is to subserve the 
interests of its policy holders. 

“It should be run on the mutual 

plan. 
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and reserves on the most conservative 
basis. 

“Tt should maintain as low an ex- 
pense ratio as is compatible with a 
broad and liberal conduct of the 
business. 


“It should regard the character of 
the business as of the highest import- 
ance. 


“It should have a widely extended 
business. 

“It should endeavor to maintain a 
cash surplus at least one-third of the 
assets or at least one-third of -its 
premium writings. 

“This ideal is not visionary—ideal 
conditions cannot be brought about 
by speeches but it is the part of a 
right minded man to keep another 
reminded of the sacredness of the 
business of fire insurance and lift it 
more and more to the level of nobility 
which it deserves so far as in him 
lies. 

“In other words, public welfare 
must dominate such a mutual com- 
pany. It is not inherently a vocation 
for large profit primarily because 
you cannot divest it of its funda- 
mental characteristic of benevolence. 

“Briefly then—sound underwriting, 
intelligent and careful investments of 
funds, honest and efficient manage- 
ment. 

“Inasmuch as this mutuality of 
purpose and accomplishment is then 


“It should compute its premiums ~@ 


Yield But Little Experience On Which To Base Town Or City Rates 
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the text for the company, what is our 
chief business as underwriters? To 
strengthen the companies who are a 
mighty bulwark for enterprise, initia- 
tive and thrift; to reduce the cost of 
operating our companies to the mini- 
mum with efficiency ; to give the best 
protection possible, which means (a) 
adequate reserves, (b) equitable rates 
and the proper handling of losses, 
(c) limitation of policyholders to 
those who are willing to cooperate in 
the program of selection. 

“More careful underwriting at the 
Home Offices is manifesting itself 
and classifications are improving. 

230s 


HAT then, I reiterate, are the 
functions of an underwriter? 

“1. To pass the business offered 
properly. Therefore he must under- 
stand his business. 

“2. To select the risks carefully 
that the business written may be pro- 
fitable. Nothing in the insurance 
business is so indispensable as care- 
ful, intelligent supervision of the 
business at its source. Therefore, he 
must maintain good practice. 

“3. To watch the experience on 
the business written and retire from 
the unprofitable and be as watchful 
for the development of new profitable 
classes. Therefore, he must closely 
study all factors pertaining to the 
business. 

“4. To study loss claims to the 
end that preventive measures may be 
at hand. 

“5. To develop a spirit of loyalty 
to the Company and to each other. 


“cc 


6. To love work for work’s sake. 
“It is a sphere of work therefore 
calling for the greatest universality 
of knowledge and practical education. 
“Times change. Most of us regard 
daily happenings as obvious. Nothing 
is obvious. The radio! Did it hap- 
pen by chance? Of course not. 
“Therefore, to make our companies 
high grade, our men must be trained 
to know their business and keep pace 
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BURTON S. FLAGG 


with the times—study and learn. It 
is the business of Mutual Insurance 
to give the general public the protec- 
tion they are legally and morally en- 
titled to for the principle of mutuality 
is probably the most potent and alto- 
gether fundamental of all human 
business enterprises. 


“In an insurance office there was a 
card which said upon it, not just 
these words, but the purport was this, 
‘a professional in fire insurance meth- 
ods.’ I wondered whether the indi- 
vidual really understood the high 
status of a profession. The business 
should not be a chance occupation but 
a profession which demands training 
and rewards success. 


“What an Utopia it would be if at 
the date of a Fiftieth Anniversary, 
or even a One Hundredth Anniver- 
sary, one could say that the business 
was in the category, already proven, 
of a profession. 


“Press the thought a bit further: 
inasmuch as the business is one of 
usefulness, of necessity, of intelli- 
gence, of dignity, and of honor, there 


certainly are requisites before the 
term professional may be applied. 
There are certain tests of our right 
to rank in dignity with the practition- 
ers of law, of medicine and theology. 
I place as the first requisite a liberal 
education with special reference to 
the peculiar needs of the service 
which we contemplate. 

DOD 


YOU will agree with me that 
education must be something 
more than the knowledge and skill 
which is acquired in actual practice. 
A lawyer, a physician and any mem- 
ber of the clergy, must spend labori- 
ous and expensive years at recog- 
nized institutions of learning and 
must pass severe tests. They must 
give their attention not only to text 
books bearing immediately upon their 
calling and future activities, but upon 
all literature which may have a bear- 
ing as all liberalized reading and 
thinking bears upon any intellectual 
work. To be well read is one thing: 
to apply your knowledge is quite 
another. He must be well read and a 
wide reader. Care—close attention to 
detail, application along with the 
study of statistics, all do their spe- 
cial share in making an institution. 
Without them underwriting, as any 
other business, only leads to loss. 

““Chance’ has had little to do with 
our history. ‘Haphazard’ can claim 
no credit for elevating our business 
to the high position it now holds 
among the people. 

“Our business speaks of experience 
dearly bought, which is a beacon to 
those entering upon the same treach- 
erous sea that has wrecked so many 
well trimmed vessels and has caused 
so much assets to melt away like 
snow before this March and April 
sun. You know the supposed under- 
writer who follows some other per- 
son’s lead—originating no new ideas 
—with a rigid mind—little imagina- 
tion or vision in the large. It’s a false 
doctrine to term him an ‘under- 
writer’. 

(Continued On Page 25) 
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“Does he dig—does he study, does 
he relate facts logically—does he 
come to sound conclusions—has he 
the ability to put such conclusions 
into effect? He’s developing into an 
underwriter. Just think for a mo- 
ment how far we are in this pre- 
paratory. career from those whom we 
recognize as professionals. 


“Candidates for the professions 
must indicate the completeness of 
their equipment before they can be- 
come professional. The presence of 
many of us in the business is not 
accounted for as the choosing of our 
destiny to which we felt a calling, 
lut many young men have naturally 
drifted, in the direction of the most 
attractive occupation. 


owen 


66 HERE is no business, I sup- 

pose, which requires such a 
breadth of knowledge as the business 
of fire insurance. In the passage of 
risks, a competent underwriter must 
have a knowledge of psychology, 
physics, chemistry, architecture, agri- 
culture, markets, finance, etc., etc., 
and only the best of us have acquired 
anything other than a casual smatter- 


ing of these sciences, and yet every 
one of them enters directly into the 


hazards of our business, It is not 
sufficient to know only insurance. He 
must have a wide and deep and broad 
knowledge to be of particular import- 
ance in the world. 


“Do you realize how few of us 
originate new ideas that really change 
the complexion of our business? 
How many men do you notice in 
business today who watch others to 
learn what is the conventional thing 
and then stick to the conventions? 
Like a child in a go-cart—reach out 
at every step for support from a 
precedent. Every experience and ev- 
ery problem has in it something dis- 
tinctly its own and differentiates it 
in a greater or less degree from ev- 
ery other. We are retained by Boards 
of Directors who know even less of 
underwriting than we, and how fool- 
ish it would seem if some institution 
of learning proposed to confer upon 
us a degree as Bachelor of Fire Un- 
derwriting let alone a Doctorate. 

“It is necessary to emulate the pre- 
paratory labors and the final acquire- 
ments of the recognized professions 
before we can claim to be profes- 
sional men. j 

“You will recognize that a Justice 
of the Peace cannot practice before a 
County Court, until he has a certifi- 
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cate of some sort for proficiency in 
the law. You too know that a physi- 
cian would be jailed if he practiced, 
for pay, before he had received his 
diploma from some allopathic, homeo- 
pathic, osteopathic, chiropractic, men- 
tal science, Christian science, or what 
not institution of alleged learning and 
without debate, you would concede 
that a clergyman cannot perform cer- 
tain rites until he has had a certifi- 
cate. I say, then, that this lack of re- 
quired scholastic training and certifi- 
cation stands between us and the full 
standards of a profession, and at this 
point, I wish to say a word in com- 
mendation of the Library lectures, 
and the Institutes of Insurance 
throughout the country, some of 
which are carried on by correspond- 
ence, and others by personal attend- 
ance, but they all end in written 
examinations and the conferring of 
certificates of proficiency. 

“The British Institute is most 
highly prized by Managers in Eng- 
land, and it is so highly prized that 
junior officers or clerks who lack am- 
bition or intelligence sufficient to avail 
themselves of the opportunities of 
the institutes are at a decided disad- 
vantage in the matter of compensa- 
tion and promotion, and the certifi- 
cate of the graduate’s work is a docu- 
ment of the highest validity. 

“T very much hope that the time 
may come when Insurance Companies 
will prefer the graduates of such in- 
stitutes or other over those who are 
too indifferent to the character of 
their services to study seriously the 
rudiments of their particular voca- 
tion. 

QOS> 

‘6 ANOTHER standard which I 

would set up for a professional 
man is that his motives must include 
some pretty clear idea of public 
service. This certainly weighs in the 
learned profession. Who can think 
of the mercenary minister, or the 
mercenary physician? At least in the 
legal profession there are certain un- 
written codes which are binding, the 
violation of which causes often times 
serious consequences. 

“The business of insurance mea- 
sures well by this second require- 
ment, because there are few business 
men more definitely committed to the 
public welfare than the business of 
mutual institutions, whether fire in- 
surance, savings, or cooperative 
banks, or educational institutions, all 
of which are not engaged in business 
primarily for the accumulation of 
private profit. 

A final test of professional rank, in 
my judgment would be this, that in 


25 


spite of intensive competition the 
professionals do share with their fel- 
lows such experiences and discoveries 
as make for the general good. There 
is no question but that the existence 
of this spirit has been a source of 
power to every profession, and it is 
unnecessary for me to say that 
it is not a characteristic of commer- 
cial or industrial activity. We hug 
our secrets, good or bad, and so 
many businesses today deal with 
trade as a sort of unending warfare, 
without armistice except in little 
areas which have been altogether 
devastated by previous wars. 

“In excess of zeal and pride I say 
there are those who insist that under- 
writing is already entitled to rank as 
a profession. That claim is a happy 
one, but whatever its future validity, 
I fear that at this moment we must 
bow to the confirmed conclusions of 
the world and admit that we have not 
yet attained that distinction. 

“Our business has a mission of 
conservation to perform, not yet 
fully appreciated and sadly handi- 
capped by our own_ unscientific 
methods and unrestrained competi- 
tion with their attendant waste and 
confusion. : 

“Unfortunately, it has to be ad- 
mitted that there are still far too 
many underwriters who know little 
about the business, going about half- 
heartedly trying to make it yield a 
living. 

“Ts it an unheard requirement to 
expect fire insurance men to know 
their business thoroughly ? 

“Until a larger percentage of men 
now in fire insurance know some of 
the very elementary and fundamental 
facts of the business, it is far fetched 
to say the business as a whole is on 
a professional basis. 


Yor 


46 HINKERS — thoughtful men 

are needed as underwriters, 
for the business is not simply a busi- 
ness of salary paying. It is so im- 
portant and vast in the interests with 
which it deals that there is room at 
the top and all along the line for spe- 
cialists who will ‘study for light to 
bless the light’ for again the under- 
writer is not altogether a factory or 
school product—he must be the pro- 
duct of experience. 

“All the idealism in the world will 
do no particle of good unless we 
carry out these ideals, As some one 
remarked, ‘The past is an excellent 
guide post, but a poor hitching post.’ 

“Henry Ward Beecher once re- 
marked that a text is a small gate 
with a large field where one can wan- 
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der about as he pleases and that the 
trouble with most ministers is that 
they spend all their time swinging on 
the gate. It may seem to you that 
even though I am not ordained to 
preach, I am spending considerable 
time swinging on the gate of the pro- 
fessional ideal of fire underwriting. 
However, let me say that the idea 
cannot be stressed too strongly if 
tomorrow you wish the work of the 
fire underwriter to be considered in 
its true light. 

“What are definite steps in this pro- 
gram? 

“1. Quality business—because the value 
of a mutual company to its policyholders 
is not measured by the increase in volume 
of business over that of the previous year. 
Its value is in the answer to this question : 
is the business on a sounder basis, rather 
than is the business bigger? 

“As a reaction since the World War, 
most businesses have emphasized volume, 
increased turnovers and the yearly increase 
—variant attacks of megalomania. Many 
classes underwritten with profit during the 
war are now unprofitable. Who had the 
vision to readjust to modifying condi- 
tions? Many men of finance and many 
men of insurance did sense the changing 
conditions before they actually arrived. 

“You cannot place the entire blame for 
high loss and expense ratios upon the 
people at large because of carelessness, 
though the public, ’tis true, are to a large 
extent responsible. It is largely upon our- 
selves as underwriters. Are we keeping 
faith with the policyholder ? 

“Cooperation is the vital link in the suc- 
cess of mutual insurance. Therefore, 
selection of risk must predominate as a 
policy. Inspection of risk must likewise 
predominate as a policy. Your accepted 
risks, therefore, must more than ever be 
those of quality. 

“And why? 

“Because it is the chief business of the 
underwriter to so conduct this department 
that profits and benefits enure to the 
policyholder. This is what he is paid for. 
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Such men in charge of our underwriting 
who prize quality of risks in the mem- 
bership of policyholders rather than vol- 
ume of business are the ones who are 
leading our business toward its ideal— 
developing confidence in our companies by 
the insuring public. To this end good 
business must be produced at a low cost. 
Mark you, I say good business. And 
why? Because the interest of the policy- 
holder is paramount and the return of 
adequate savings and strengthening the 
grade of indemnity by larger surplus pro- 
tection cannot be otherwise properly se- 
cured. 

“2. Quality business—because no man 
would consider his business to be on an 
economically sound basis unless he had in 
reserve cash funds sufficient to replace 
damage. This primary principle will not 
be disputed. For reserves are put up as 
a guarantee and make funds for replace- 
ment certain and thereby release for use 
in active every day business cash funds. 
This doubles the working capital of the 
world. And to secure ample reserves with 
margins of surplus balances—quality busi- 
ness must be underwritten. 

“3. Quality business—because our busi- 
ness is the only business of which I know 
in which the buyer absolutely fixes the 
price by his own acts and in which the 
company having the service to sell expends 
a good portion of its income to educate 
the buyer to a course of conduct that will 
reduce the cost of his insurance and in 
addition gives a financial incentive to him 
to so reduce the cost. 

“Tn consequence—selection is paramount. 
The underwriter is the trustee of the 
premiums of present policyholders and 
must not pledge any part of those funds 
to pay losses for newly offered risks of 
poor ownership or hazard. 

“4. Quality business—because each and 
every business is best serving its own in- 
terest by contributing to the prosperity and 
stability of other businesses. A sound 
public understanding of a business will 
always result in a sympathetic understand- 
ing as to the purpose of mutual insurance. 
For our fundamental processes are con- 
cerned with the production, the consump- 
tion and distribution of wealth. 


“Select, therefore, competent men for 
underwriters. ._Knowledge is power and 
knowledge is light always. It’s the things 
you don’t know that frighten you. Emer- 
son said, ‘knowledge may be obtained from 
books, but wisdom.comes only from ex- 
perience.’ 

“Therefore, the underwriter must be a 
keen student of social, industrial and 
financial conditions, know his business, its 
methods and details. There is the under- 
writer who thinks and works; he is suc- 
cessful. There is the underwriter who 
neglects to combine the, two elements— 
one who leaves out the work and one who 
leaves out the thinking. Either brings the 
same result. Is he intelligent, reliable and 
trustworthy, of experience, with a proper 
sense of obligation and due capacity for 
the task? And no person would deny that 
both in the insurance world and in the 
professional world, adequate equipment in 
the way of training, the first requisite of a 
profession, is coming more and more to 
be demanded. 
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66 HERE is a deficiency of young men 
today fitted for executive positions 
and I attribute it in part to the system of 
bureaucracy which has grown up. There 
is too little self-reliance and too much 
reliance on bureaucracy. I believe in mod- 
erate uniformity but not universality. 
Leave play for the imagination and in- 
ventive faculty among the underwriters. 

“Select as examiners graduates of a 
qualified inspection bureau. For there is 
just one antidote for the failings of the 
day. That antidote is education by which 
all the facts will be secured and related 
with ability and upon that depends success. 

“A college education is not essential to 
success in fire insurance—it is desirable, I 
say it is not essential but sound common 
sense and experience are indispensable as a 
requisite for men of ability who are to 
be well trained and grounded. 

“But education of insurance underwrit- 
ers is not, and cannot be confined to 
schools and colleges. What men gain in 
such institutions is but a small part of 
their ncessary equipment. There is that 


(Continued On Page 27) 








Forest Fire Driving Swiftly Toward the Edge of A Small Town Directly in Its Path 





qualification which we call efficiency born 
of practical experience; that kind of edu- 
cation which adds to our knowledge of 
what to do, the knowledge of how to do 
it, the ability to take up the tools of trade 
and use them effectively. Fortunate indeed 
is the man who is getting this kind of 
training along with his knowledge of the 
theory of the business. Each helps him 
to understand and apply the other. All 
of this is not reducible to a curriculum 
or a set of rules, 
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5. Quality business—because upon it 
you best develop good faith—the priceless 
foundation of every worthy business. 
Why? Because without it your contract 
is ‘only a scrap of paper.’ Because with 
it your policy becomes an instrument of 
human betterment. 

“The changing character of our popu- 
lation and the changing methods used in 
living and the decline in highly keyed pros- 
perity have shown up rocks upon which 
indemnity profits are frequently wrecked. 

“This matter of moral hazard is one of 
the big problems confronting not alone 
insurance companies but police and fire 
officials and the public at large. Regard, 
please, the increasing number of failures 
proven to be frauds—somewhere about 
7% 1 believe. Notice our transformed 
system of distribution—the chain stores, 
mail order houses, installment buying and 
others. 


“What is to be the fate of the regular 
retail drug store? What chance has the 
retail electrician vs. the public utility cor- 
poration which sells articles from refrig- 
erators to curling irons—on monthly pay- 
ments. 

“The social problem of prohibition has 
developed a moral hazard which must be 
sensed and dealt with. 


“Our legitimate losses must therefore 
rest on selection of quality business which 
means a keen knowledge of the insured in 
advance of acceptance. 

“6. Quality business—because you de- 
sire to keep your business in private 
hands. You must clean house instead of 
waiting for outside interference on account 
of unsatisfactory rate of service condi- 
tions. Unnecessary waste must be re- 
duced, losses on account of careless under- 
writing must be prevented so that higher 
rates may not be necessary and a basis 
of security before the public eye may be 
a matter of confidence. 


SY 


66 URS is a great and honorable busi- 

ness touching all phases of com- 
mercial and economic activities which 
bring new interests and new problems. 
Lying as it does at the foundation of com- 
merce and finance, and a vital necessity in 
preserving our credit structure, it is col- 
ored with a public interest. 


“We must walk carefully. We have 
nothing for which to apologize and much 
of which to be proud. 


“It is possible for a man to be a success 
in business and not neglect other duties 
which tend to lift him to higher and 
nobler purposes and the underwriter—- 
thousands strong, with superior knowledge 
and deep personalities can be a mighty 
force in bringing the world to a larger 
view of life. 

“Ist—be a man with high moral, social 
and political ideas. 
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“2nd—be a master of your business and 
an expert in some of its departments. 

“And so, I would have every under- 
writer besides his general stock of infor- 
mation in underwriting—be this much 
more— 

“A man of sterling character, with good 
common sense, shrewd business capacity, 
a maker of a happy home, a true gentle- 
man with a keen sense of honor, to so live 
that he may be a force in uplifting the 
world. 

“T, therefore, bespeak an underwriting 
policy that will still further advance com- 
panies—soundly and carefully managed by 
men of vision, courage, character and 
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leadership, to further prosperity in this 
noble field of modern business which 
challenges our most sober consideration. 


“If based upon these principles, the 
business can at any time submit its long 
record of unequaled service and go for- 
ward serving business, industry, finance, 
men and women everywhere in that same 
splendid spirit that has marked its whole 
history. 

“What you do here these two days may 
be epochal in the Mutual Fire Insurance 
structure of tomorrow, and will be a sig- 
nal distinction as a mark of magnanimity 
and farsightedness of Mutual Insurance 
men and an unmistakable evidence of your 
purpose to serve.” 


BITS OF WIT 


Taking the Peck Out of Peckish 
“TI don’t enjoy eating.” 
“Why Sd 


“Because it spoils my appetite.”—Buen 
Humor (Madrid). 


Cold Feet 


Everything was in readiness for the 
marriage ceremony, and both groom and 
best man had arrived at the church in 
plenty of time. The former, however, was 
uneasy. 

“What's worryin’ ye, Tamson?” asked 
the best man, tiptoeing up the aisle. “Ha’e 
ye lost the ring?” 

The other gazed at his friend’s immacu- 
late attire and general air of gay bachelor- 
dom. Then he heaved a woeful sigh. 

“Na,” he answered rather despondently ; 
“the ring’s safe enough, man, but I’ve lost 
ma wild enthusiasm!”’—London Answers. 


Knows His Toots 


“Are you a clock watcher?” asked the 
employer of the candidate for a job. 

“No, I don't like inside work,” replied 
the applicant, without heat, “I’m a whistle 
listener.”—Dallas Hurry Back News. 


Strange Coincidence 
Up among the clouds nestling in the 
heart of the: Davis mountains, it is an 
ideal vacation spot winter or summer. The 
altitude is 6,000 feet either summer or 
winter.—Bryan (Tex.) paper. 


Doctor: “You are run down—no vio- 
lent exercise—what are you?” 


Patient: “I’m an anarchist.” 


Doctor: “Then don’t throw any bombs 
for a week or two.”—The Passing Show 
(London). ‘ 


Sliding Scale 


“What is the rent of. this room, includ- 
ing the use of the piano?” 

“Well,” suggested the landlady, “per- 
haps you'd be so good as to play me some- 
thing first."—T. P. A. (Travelers) Maga- 
sine. 


Anti-bang Revolver 


Philip: “I hate those revolving doors.” 


Morris: “So do I. You can’t slam them 
when you’re mad.”—Princeton Tiger. 


Modern Alchemy 


He: “My dear, our engagement must 
be off. A fortune-teller has told me I 
shall marry a blonde within a month.” 


She: “Oh, that’s all right; I can be a 
blonde within a month.”—Passing Show 
(London). 


Word Painters 


Visitor: “How does the land lie out 
this way?” 

Native: “It ain’t the land that lies; it’s 
the real-estate agents."—Good Hardware. 


Shameful 


Young Brother: “Father, I think it's 
awful. The baby is ten months old and 
hasn’t a tooth yet—and you a dentist.”— 


Kablegram. 


The Populous Blue 


Come into the garden, Maud, 
We can see airplanes careen, 
And something may fall out, Maud, 
And crack you on the bean. 
—Florida Times Union. 


Whispering Gallery 


Stranger: “Ah, Mrs. Mudge, one-half 
of the world is ignorant how the other 
half lives.” 


“Not in this village, miss.”—Answers. 


Fortune Too Fickle 


“IT don’t know which girl to take to the 
game.” 

“Why don’t you flip a coin?” 

“I did, but it didn’t come out right.”— 
Arizona Kittykat. 
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Purchasing Insurance 
(Continued from Page 9) 


pairs. Of a similar nature ‘is the 
“clean-up fund” often provided by 
taking sufficient life insurance to meet 
the immediate expenses of depend- 
ents after the death of the insured. 


oo 


T will be found, in many cases, 

that both of these principles are 
operative. Liability insurance offers 
not only protection against large yer- 
dicts but also an expert service in the 
investigation and_ settlement of 
claims. Steam boiler insurance, 
while protecting agairist a possibility 
of serious damage, is organized 
chiefly for inspection of boilers. 

To argue against purchasing insur- 
ance on the ground of remoteness! of 
the chance of loss is‘a fallacy, pro- 
vided the insurance premium is ac- 
curately calculated. To be sure, as 
between two forms of insurance, that 
form which covers the more immi- 
nent variety of loss is the more im- 
portant to the insured ; but he should 
not reject a form of insurance cover- 
ing remote possibilities merely: be- 
cause of their remoteness, for he has 
no means of knowing that his is not 
the rare case in which the loss will 
take place. He should always con- 
sider what his position would be if 
the loss should occur to him. 

Careful consideration of five ques- 
tions will furnish the basic material 
necessary for adopting a sound in- 
surance program: 

1. To what losses is the business sub- 
ject? 

2. What are 
consequences 

3. To what extent is the, amount of 
these predictable from year to year? 

4. To what extent and at what net 
cost may they be prevented? 

5. To what extent, under what forms, 
and at what cost are they insurable? 


In testing a program already in 
effect the insured should, after satis- 
fying himself of the answers to these 
questions, further ask exactly what 
would happen if any loss should oc- 
cur. Has he too much insurance 
there, too little here? Has he covered 
unimportant hazards, and left im- 
portant ones uncovered? Surveys 
which have been made of the.insur- 
ance of presumable efficiently man- 
aged enterprises have shown glaring 
inconsistencies ; lack of essential cov- 
erage, presence of non-essential cov- 
erage and general failure to apply to 
insurance the same careful thought 
given to other business problems. 

Having determined the coverages 
needed the insured should see to it 
that they are adapted to his particu- 
lar situation by the use of proper 
clauses, and that overlapping cover- 


the possible financial 
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ages, which may give rise to argu- 
ments in the settlement of a loss, are 
avoided. 

Determination.of coverages and the 
extent to which they are to be pur- 
chased is one of the two major prob- 
lems of the insured. The other is the 
choice of insurance carriers. 


oon 


N choosing insurance carriers con- 

sider records rather than theoreti- 
cal possibilities. This principle is to 
be applied in a broad way. It does 
not mean that an individual carrier, 
to be approved, must have a long 
record of successful operations. A 
new carrier may be manned by exe- 
cutives of recognized ability and be 
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of a class which has a good record; 
the mere fact of its recent forma- 
tion is not a sufficient reason for 
rejecting it. But a record of suc- 
cessful operation and liberal treat- 
ment of policyholders is always a 
favorable point. Just as the insur- 
ance underwriter considers not pri- 
marily what might happen, but rather 
what, in the light of the past, will 
probably happen, so the insured 
should consider, not so much the 
technicalities of organization or 
method, as the probable results of 
choosing a given carrier or class of 
carriers as indicated by past perform- 
ance. The gasoline engine has been 
called a mechanical monstrosity, but 
it works. The insured can safely be 
guided by results achieved by given 
organizations and types of organiza- 
tions, disregarding the technical talk- 
ing points of competitive enthusiasts. 
Similar principles apply to the choice 
of agents or brokers. Here there is 
the additional problem of determin- 
ing, in certain cases, the relative value 


of their services and of the savings 
to be made by dealing direct with the 
carrier. 


As in the case of contracts, the 
insured should consider adaptability 
to his problem. He will find spe- 
cialists among insurance carriers and 
their representatives; let him select 
those best adapted to help him, to 
advise him in matters of prevention 
and coverage, and to settle promptly 
and equitably losses which may occur 
in his business. 


In conclusion, let it be reiterated 
that the insured should devote the 
careful thought to an insurance pro- 
gram which he devotes to other im- 
portant questions of policy. He 
should buy insurance as a financial 
tool to be used in avoiding the con- 
sequences of losses and, in order to 
prepare specifications for the tool, he 
should make sure exactly what those 
consequences may be and consider 
how the tool will operate if the losses 
occur. 


Son 


Veteran of New York 


Department Retires 


OHN S. ANDREWS, of the 
State Insurance Department, reg- 
istrar, in charge of the policy bureau 
of the department, was summoned to 
Superintendent Beha’s office recently 
and presented with a handsome white 
gold Waltham, twenty-one jewel 
watch and a chain on behalf of his 
associates. 


The occasion was the retirement 
of Mr. Andrews from the state serv- 
ice under the law governing state em- 
ployees. As with the close of the year 
he completed twenty-nine years of 
service, the inside of the watch case 
was inscribed: “To John S. An- 
drews, from his associates in the 
New York Insurance Department, 
Dec. 31, 1927.” 


Mr. Andrews is an attorney-at-law 
and expects to use some of the mate- 
rial that he has collected during the 
past twenty years in revising “Rich- 
ards on Insurance,” or other works 
on the subject. He also has in mind 
undertaking the preparation of a 
book on the law of insurance of the 
person, as applied to life insurance 
and accident and health insurance. 


ower 


Must Have Company 

Auntie: “Do you ever play with bad 
little boys, Willie?” 

Willie: “Yes, Auntie.” 

Auntie: “I’m surprised. Why don’t you 
play with good little boys?” 

Willie: “Their mothers won't let me.” 
—Answers. 





Coverages Not Known in 


America 
(Continued from page 15) 


operation of some of the foremost 
scientific and practical avtthorities. 
The policy conditions are clear and 
well arranged, going very far in vari- 
ous ways to meet the needs and re- 
quirements of the insured. In this 
respect the new Company has made 
excellent use of the experience gained 
in the old life insurance business. 


Furthermore, it should be pointed 
out that the technical foundation of 
the new insurance has been worked 
out by an actuary well known and 
highly esteemed far beyond the Ger- 
man boundaries who has for a great 
many years been practically engaged 
in the life insurance business. The 
plans and rates are of great variety 
and flexible, adapting themselves to a 
great many different needs. Also 
with respect to the rules about the 
capital stock, the premium reserve se- 
curing the payment of claims, and the 
dividends, the insurance conditions 
are extremely favorable to the in- 
sured, observing everything required 
for the soundness and safety of the 
Company. 


With respect to the safety of the 
enterprise, it should be particularly 
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emphasized that in all probability its 
business is subject to far less risk 
than that of many other concerns en- 
gaged in the insurance of property, 
since no covering funds whatever are 
accumulated by the latter. But even 
in comparison with human life insur- 
ance, the insurance on the life of 
property appears to be subject to less 
risk, because, property being less ex- 
posed to perils from sudden elemental 
events, this new insurance is far 
more engaged in fighting the perils 
from gradual wear and tear, though 
its activity is not necessarily or ex- 
clusively confined to this. The saving 
element is of far greater importance 
in it than in all other kinds of insur- 
ance, not even excluding most life in- 
surance plans. As long as the rate of 
interest assumed as a basis of the 
premium rates is earned, there can be 
no financial unsettlement. of the en- 
terprise, according to human calcula- 
tion, provided the cautiously worded 
conditions regarding the obligation to 
accumulate a covering reserve are 
kept in effect. 


Qo 


N important aid which is bound 

to secure wide popular favor to 

the new insurance is the fact that it 
offers great advantages with respect 
to taxation. According to the views 
governing revenue legislation in Ger- 
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many, and probably in most other 
countries, the premiums paid in and 
spent for the conservation’ of prop- 
erty may be deducted as propaganda 
expenses from the income subject to 
taxation. But, if that be so, the 
amounts paid to the insured cannot 
by any chance be subjected ‘to a prop- 
erty tax as increases of personal 
property, for the insurance amounts 
will then be nothirig léss than typical 
“writings off,” brought into a system 
and reaching, on the outside, amounts 
equal to the respective replacement 
values. What the owner of the insur- 
ance receives is not an increase of his 
personal property, but a replacemerit 
value being the result.of deposits 
made and accumulated for many 
years. Only where the amount of in- 
surance, added to other writings off 
or reserves, happened to exceed the 
value of rebuilding, an increase of 
personal property might be construed 
and, consequently, a property tax ap- 
plied. But in view of the increasing 
appreciation of all property- values, 
which is likely to continue for a long 
time to come, such a case will hardly 
ever happen, to say nothing of the 
fact that such subsequent excesses 
can be adjusted in time by a modifi- 
cation of the amount of insurance. 


(Continued on Next Page) 
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Germany Abounds in State Buildings Built for Beauty As Well As Utility 
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In many other countries house life 
insurance for a number of reasons 
appears even far more important and 
promising than in Germany, viz., 
wherever the houses (as, for in- 
stance, in Holland), owing to pe- 
culiar conditions of the ground, are 
exposed to special dangers, since in 
such cases there is the posibility of 
cavings-in and cracks in the walls, 
due to yielding piles. Accordingly, 
both the policy conditions and the 
premium rates will have to be adapt- 
ed to such peculiar conditions. Since 
in Holland—and, for that matter, in 
England and the United States as 
well—the proportion of one and two 
family houses is far greater than it is 
in Germany, where tenement and 
apartment houses predominate, house- 
owners there are much more inclined 
to protect their property through in- 
surance as extensively as possible 
than they are in Germany, where 
houses are used as private residences 
only in exceptional cases and are gen- 
erally looked upon as a proposition 
for profitable investment. 


OSD 
Ship Life Insurance 


HIP Life Insurance, too, is likely 

to become far more important in 
England, Holland, and the Scandi- 
navian countries than in Germany. 
The material point is that there are 
many individual shipowners in those 
countries, because next to the great 
ocean liner companies, tramp shipping 
and partly also inland lake and river 
shipping have been prominently de- 
veloped. Moreover, the ship mort- 
gage business is very important there. 
The ship mortgage banks, however, 
may be relied upon to insist that 
ships mortgaged to them should be 
covered also by this new kind of in- 
surance, thus increasing their value 
as security for the mortgage. Part of 
the cost of ship life insurance may 
then be possibly compensated for by 
lower premiums on hull insurance. 
Individual shipowners are likely to 
patronize ship life insurance even 
more extensively than the large 
steamship companies, since they are 
naturally anxious to get coverage for 
necessary repairs which often enough 
make heavy inroads on their re- 
sources. It will no doubt be highly 
important and very agreeable to 
them, in their calculations, to figure 
with fixed level premiums instead of 
with widely varying expenses for re- 
pairs, the insurance company assum- 
ing the cost of repairs in considera- 
tion of the premiums paid to it. Espe- 
cially can this new insurance be made 
the means of avoiding classification 
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loss of ships and more quickly and 
reliably replacing old ships with new 
ones, which was proclaimed as a vital 
need to shipowners by Ballin and the 
shipowners’ periodical “Fairplay” at 
London, That ships’ engines and ma- 
chines are included in ship life insur- 
ance hardly needs to be specifically 
mentioned. 
DS> 


Machine Life Insurance 


ND this leads us to pointing out 
the third great object of prop- 

erty life insurance, which is machine 
life insurance. To this, especially 
when combined with machine acci- 
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dent insurance, which was first writ- 
ten in England and later taken up in 
Germany and probably in other coun- 
tries as well, a great future may safe- 
ly be predicted. Much will of course 
depend, first, on the manner in which 
the policy conditions and premium 
rates are worked out, and, secondly, 
on the adequate utilization of rein- 
surance with a view to a reduction of 
the risk. In Germany the problem of 
reducing the risk has plainly been 
solved without lessening the induce- 
ments to the public to take out insur- 
ance. 


In view of the increasing use of 
automobiles in business and private 
traffic, the constant rise in the num- 
ber of typewriting and other office 
machines, and the wide-spread use of 
bicycles in Denmark, Holland, etc., 
machine life insurance probably has 
a good prospect of becoming very 
popular through a great number of 
sub-divisions, especially if it is issued 
in combination with other kinds of 
insurance, such, for instance, as bi- 
cycle theft insurance. 


Crop Hazards 


(Continued from Page 20) 


after date of frost and the amount 
of insurance applying to the crop 
at the date of loss. This supplies 
an alternative method of settlement 
which in years of good prices for 
the fruit becomes a very valuable 
option to the insurer. It renders, 
however, the amount of actual in- 
surance and the conditions of set- 
tlement much more uncertain. The 
difficulties of adjustment in this 
line of insurance are heightened, 
too, by the fact that the insurance 
is usually taken out by the mana- 
ger of a fruit association on behalf 
of the members who are pooling 
their crops, some of whom are in- 
sured and others of whom are not. 
_ Summary: The outlook for frost 
insurance alone is not the bright- 
est. Certainly a more dependable 
spread is necessary. One company 
is attempting to meet this feature 
in part by broadening the cover- 
age to include the tornado hazard 
and this appears to be a desirable 
move. Where possible the experi- 
ence in this line might well be com- 
bined with crop insurance risks to 
obtain a greater degree of stability. 


From the insured’s point of view 
the coverage should be as clear and 
concise as possible. Intricate and 
alternative modes of adjustment 
are certainly not desirable in any 
form of insurance on crops. Per- 
haps the method of insuring only 
against excess loss instead of the 
percentage loss plan should be 
more generally adopted. In this a 
loss would be paid only when it ex- 
ceeded say 50 per cent of the value 
of the crop. This type of polic 
was tried last season and this sea- 
son in California and with some 
measure of success. It serves as a 
guarantee of enough of a crop to 
cover prime costs of production 
and marketing. It can be varied by 
adjusting the limits of insurance 
or the rate to fit any particular 
risk and if drawn up exact and 
clear will meet with general satis- 
faction. 


Years of experience are as neces- 
other line of insurance. Perhaps 
sary for success in this as in any 
the years of unusual losses just 
experienced will be followed by 
years of small losses which will 
serve to reestablish confidence, 
permit financial retrenchment and 
of additional improvement in the 
plan of insurance. 





Executive Theory 
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development and business itself need 
something like the court reporter 
who systematically reports numerous 
cases for current publication. 


As is well known, law cases are 
reported as they occur, with no effort 
at anything but a chronological ar- 
rangement. The ability to coordin- 
ate new cases with cases decided in 
the past and to fit the conclusions of 
the court into legal theory is gained 
through elaborate indices and digests. 
Something corresponding to these 
court reports and their digests is 
needed in business so that we may 
build up, as time goes on, a volume 
of recorded precedents which may be 
subjected to critical analysis and clas- 
sification. The publication of such 
cases is an easy and inevitable devel- 
opment of the research which is the 
basis of the case system as we are 
now using it. We have therefore in 
preparation a series of volumes de- 
signed to help in the accomplish- 
ment of such a result.* 


The plans for these publications 
include the adequate indexing of re- 
ports, so that the executive who 
wishes to know how different con- 
cerns have handled a particular prob- 
lem perhaps at various stages of a 
business cycle may, as time goes on, 
study precedents not only in his own 
industry, but in other industries 
where similar problems occur. We 
shall include the same problem under 
differing conditions where a variety 
of solutions has been worked out by 
different concerns. As this series of 
business reports is published from 
year to year we hope it may be one 
of the agencies which will give busi- 
ness managers an opportunity to 
make better use of business data, to 
base their current executive action on 
broader precedents than those within 
their own concerns and to choose 
from among several solutions of the 
same problem solutions which, prop- 
erly modified, may be the best for 
use under their own conditions. In 
a few fields where we have already 
collected several different solutions 
to the same problem, we see the prac- 
tical value of the variety of answers. 
The ability to analyze these solutions 
comparatively enables an executive 
to reach a sane conclusion with far 
less time and far greater assurance 
than would otherwise be possible. 


May not this and similar research 
agencies and records be the bases for 
a development of theory in business 
problems somewhat as the rolls of 
the court and Bracton’s “Notebook” 
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formed a basis for the development 
of early theory in the common law? 

There are now at work a number 
of research agencies, all of which will 
add to the mass of facts upon which 
alone business theory can properly 
develop. In the use of their results 
the broad fundamentals of the scien- 
tific method should be kept in mind. 
The task of developing business the- 
ory scientifically is first, the record- 
ing of facts ; second, the arrangement 
of these facts into series and rela- 
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tionships ; third, the development of 
generalizations which can be safely 
made only upon the basis of such 
recorded facts. Except in so far as 
this method is applied consciously on 
a large scale, the generalizations of 
business will be largely hypotheses 
more or less fantastic in their nature, 
and the executive must often gamble 
with his most important problems. 





®These volumes wili be published from time 
to time under the name of Harvard Business Re- 
ports. Several of them are now available. 


R. A. Barbour, New President 
Berkshire Mutual 





ROBERT A. BARBOUR 


“N EN serve. They acquit themselves 
admirably. The years increase. 
Others move into places that associates 
have occupied. The show must go on! 
Henry R. Pierson for years has been a 
valuable asset in the councils of the 
Berkshire Mutual Fire Insurance Com- 
pany. Now he relinquishes the presi- 
dential trust in favor of a younger man, 
Robert A. Barbour, tested and true in 
many fiscal relations. Other elections, 
including that of Frederick G. Moore as 
secretary, indicate the sincere purpose of 
the company to strengthen it for activi- 
ties of the coming days. The report of 
the annual meeting today with its spirit 
of merit recognized and of business 
transacted in a way to win the confi- 
dence and esteem of the people, is well 
worth careful perusal.” 

The foregoing appeared as an edi- 
torial in the February, 21st edition of 
the Berkshire (Pittsfield, Mass.) 
Evening Eagle. It was occasioned by 
the holding of the Ninety-second An- 
nual Meeting of a mutual fire insur- 
ance company—the Berkshire Mutual 
Fire Insurance Company: of Pitts- 
field, Massachusetts—and the retire- 
ment of its President, after four 


decades of service, and the elevation 
to that office of Robert A. Barbour, 
who for thirty years has been promi- 
nently identified with the company 
and its development. 


In few lines of business in Amer- 
ica, save only that of mutual fire in- 
surance, is there to be found any 
considerable number of commercial 
institutions that have successfully 
withstood the storms of economic 
progress for so long a period as the 
ninety-two years during. which the 
Berkshire Mutual Fire Insurance 
Company has grown and prospered. 
It opened its doors for business in 
August of 1835 and even then a num- 
ber of mutual companies counted the 
passing years of their existence in 
two figures. From the very beginning 
its officers enjoyed the confidence of 
the community in which it was lo- 
cated and transacted its business—so 
it continued to succeed. In 1906 
Henry R. Pierson was selected from 
the directorate as its President. Nine 
years previously Robert A. Barbour 
had come into the organization where 
he was to make his influence felt and 
in 1909 he became an assistant secre- 
tary. Three years later he was Secre- 
tary and four years following was 
made Treasurer. Now he becomes 
President upon the voluntary retire- 
ment of the man with whom he has 
been so long associated. And with 
the shifting of official chairs, the 
community expresses its appreciation 
of service rendered, and its confi- 
dence in those who are to carry on 
as so well put in the editorial which 
we applaud and reprint. 


There are one hundred other Mu- 
tual companies which also each en- 
joy a record of more than seventy- 
five years of successful operation, 
and these with their multitude of 
policy holders, we are sure, join with 
us in extending congratulations to 
the Berkshire Mutual. 
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to a competent, prudent 

pI pdord and conservative execution 
of its business for the pur- 

pose of obtaining the greatest benefits 
for its policy-holders and as its contribu- 


tion to a continuance of the present 


high regard for the principles of mutual 
insurance. 


HARDWARE MUTUAL CASUALTY CO. 
STEVENS POINT, WISCONSIN 
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Atianta, Georgia Inpiawapouis, Indiana Newark, New Jersey 

Boston, Massachusetts Los Ancezes, California Sr. Paut, Minnesota 
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Grain Dealers Mutual Fire 
CONTAINS NEWS AND TIMELY Insurance Company 


ARTICLES ON TOPICS OF Automobile Mutual Fire 


Insurance Company 
LIVE INTEREST TO THE Automobile Mutual Liability 
INSURANCE WORLD 


Insurance Company 


EVERYWHERE Beacon Mutual Fire 
Insurance Company 


An organization of Massachusetts Mutual In- 


oe surance Companies associated under one man- 
Subscriptions $2.50 Per Year agement and devoted to reducing insurance 
costs. Dividends 20% to 25%. 


Address: Twin Mutual Group 
180 No. Michigan Ave., Chicago, IU. 211 Congress Street 
Boston, Mass. 
A. Shirley Ladd, Secretary 
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LUMBERMENS 
MUTUAL CASUALTY 
COMPANY 


1927 RESULTS 


— 
Se 


Increase in reserve for contingencies $250,000.00 
Increase in net cash surplus 397,477.26 
Increase in cash assets 1,401,785.63 
Increase in premium income 1,467,155.11 
Cash dividends paid policyholders in 1927 1,058,317.14 
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JAMES S. KEMPER, President 


Pantheon Building, Chicago, U. S. A. 








AUTOMOBILE BURGLARY COMPENSATION 
PLATE GLASS PUBLIC LIABILITY 


Unden EO Mane aenent AMERICAN MOTORISTS INSURANCE COMPANY 
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